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Labor—The Market Prospect 


(SY ¢ PNVESTMENT markets have shown relatively unimportant changes since the 
bid decline in stocks was arrested at the end of November. A moderate upturn was 
eae) caused by the demands of the short interest, which had become more extended 

than for a considerable time past, but prices failed to hold their full advance, 
and current fluctuations seem to be due rather to minor professional operations than to 
any broad tendency in financial conditions. 

The average of 50 leading stocks closed last week at about 74. This is 6 points 
below the high point of the abortive “Peace Boom,” Nov. 11, 3 points above the low 
point of mid-September before the peace advance started, 16 points above the extreme 
low of December, 1917, and 28 points below the top of November, 1916. The mar- 
ket, therefore, is in a sort of medium position, about one-third the way up from the semi- 
panic prices of a year ago, and two-thirds the way down from the boom prices of two 
years ago. 

Bond prices, also, are in about the same position, although they reached it by a 
different series of movements and have shown only a trifling reaction from their remark- 
able peace rally. But as compared with before-the-war levels, bond prices are a good 
deal lower relatively than stock prices, being still under the lowest points reached in 


1907 and 1914. 








The Money Market 


HE drop in the call money rate to 434% last week showed easier conditions tor 
immediate funds, but time money is still very scarce at 6% and commercial 
paper maintains the same rate. The decline in call money is of little value to the 

:, security markets so long as restriction of Stock Exchange loans continues—in 
fact, the restriction is the principal cause of the lower money rate. 

There is talk of an early removal of the limit on loans. The Federal 
Banks are now carrying nearly $1,500,000,000 of “‘war paper” in their rediscounts 
and the amount is still rising week by week. The liquidation of these loans on Govern- 
ment securities is the great banking problem of the hour. It is discussed in this issue by - 
H. Parker Willis, ex-Secretary of the Federal Reserve Board. 

With the banks still carrying these big war loans, and with at least one more large 
Liberty Bond issue in prospect for spring, it would be out of the question for the banks 
to permit any important increase in their loans on collateral. 

On the other hand, the money situation is not likely to get any worse, for the very 
fact that Stock Exchange loans are limited to a certain amount constitutes practically a 
guaranty against a reduction below that limit. 


As contrasted with the credit situation, the funds available for permanent invest- ~ 


ment in securities show an unmistakable increase. This is indicated by the fact that the 
new Chicago & Northwestern long term 5% bonds immediately went to a premium, and 
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by the reduction of nearly one per cent in the rate which corporations find it necessary to 
pay in order to market new shorter term issues. 
Liberty Bond Prices 


HE market for Liberties shows that there is some tendency to sell Government 
konds and exchange the funds into something else paying a higher rate of in- 
This is one source from which new investment funds are coming into 


: the corporation bond market. But if one investor sells some of his Liberties, 
another must buy them. Selling one bond and buying another causes a shifting around 
of investment funds, but no net increase. 

Moreover, Liberties are now down to a figure where they are entitled to favorable 
consideration on yields alone. The Fourth 4s ended last week at 95.80, at which 
price they yield 4.55% to maturity, or nearly 4.70% if redeemed in 1933. The Third 
414s at 96 yield still more—about 4.80%, and carry no redemption clause. In view 
of the fact that the bonds are exempt from State, local and normal income taxes, these 
are good yields. 

At such prices Liberties are a better bargain than some of the best railroad bonds, 
on which yields have now declined to 434% or in some instances 414%. The low 
price of the Liberties in comparison with some other highest grade bonds is due to the 
fact that there are so many more of them outstanding. And now that the war is vir- 
tually over, many holders feel free to sell who would have considered a sale unpatriotic 
while the war continued. 

In view of the fact that many more Liberties must still be sold by the Government, 
it is doubtful whether their prices will show much advance for the present. For the 
longer future, however, the buyer at current prices has the certainty of a liberal profit in 


addition to his regular annual income. 
Foreign Financial Conditions 


N the normal course of things, trading between New York and London will be 
resumed and the foreign investor will have a choice between European and 
American securities, as was the case before the war. This will doubtless result 
in moderate foreign purchases ‘of our higher yield stocks and bonds, in spite of 

Europe’s own acute need of capital. There are still investors abroad who have income 
to place and with peace they will not feel under the same obligation as heretofore to put 
it all into their own Government bond issues. 

On the other hand, there will be offerings of foreign securities here unless our Gov- 
ernment loans to our allies continue on a large scale. The Government's policy in this 
matter, so far as announced, is to make further loans for reconstruction purposes in 
Europe, but the extent of such loans is as yet undetermined. There seems to be no 
special reason why the United States should continue loaning to foreign governments after 
their acute needs have been cared for. 

The situation in Germany constitutes a most serious problem not only for her but 
for the Allies. Issues of paper money there are increasing faster than ever. In a single 
recent week the increase in note circulation was $141,000,000, in a month $437,000,- 
- 000. The total now is nearly 19,000,000,000 marks, which is nearly double that of 
a year ago and a 50% increase over last August. The towns are printing “notgeld”’ 
of their own, which the German farmers are in some instances already hesitating to 
accept. 
The extent of the crash on the Berlin Stock Exchange in October is gradually be- 
coming known. Industrial securities fell to half their previous prices and it was necessary 
for the banks to organize a supporting syndicate which took all offerings at a fixed min- 
imum, in order to save the situation. The condition of German banks, after all the 
- various kinds~of supporting they have been required to do in the war, must certainly be: 
precarious. 


When to this financial breakdown is added the political confusion and upheaval, 
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it is clear that the Allies may have an extensive job of policing to do before they can 
collect any indemnities. This situation may prolong our war expenses—a fact which 
has wide bearings, but at any rate would tend to gradualize and soften our problem of 
readjustment to a péace basis of industry. 


Steel and Copper 
TEEL prices have been reduced between 5% and 6%—a rather trifling reduction 
S| after all the talk we have heard about an impending collapse of prices. Pig 
iron has not yet fallen, but is expected to drop perhaps 10%. There have been 
———— some concessions from the 26-cent price on resale copper but the producers have 
so far held to the fixed price basis. 

According to figures recently compiled, the increase in capacity for pig iron produc- 
tion in the United States has been 10% since the end of 1913, and the increase in steel 
capacity about 34%. This is a much smaller increase than many have hastily assumed. 
There has been a good deal of talk about the “doubling of our steel capacity,”’ and so 
on, which has no basis in fact. 

An increase in five years of, let us say, 12% in pig iron capacity and 35% or 37% 
in steel capacity is but little more than a normal growth. That we shall be ‘able to use 
this capacity profitably under conditions of normal peace activity there can be no serious 
doubt. 

It is to be expected that some decline in the price of copper will be necessary to 
bring in a satisfactory peace demand, and some further fall in steel prices would not be 
surprising, but we do not anticipate any drastic break in the prices of these metals. 


Labor 
HERE will be no “liquidation of labor.” But it is to be remembered that labor 


costs can come down without a direct slashing of wages. There are several ways 
wie in which the cost of the labor which goes into the making of an article will be 
= reduced: (1) By the discontinuance of over time work, which is always over- 
paid and inefficient; (2) By the gradual elimination of those special workers who have 
commanded almost any wage they chose to name because of the necessity of their skill in 
war work; (3) By the greater anxiety of workmen to hold their jobs, resulting in better 
work and fewer changes; (4) By the constant increase in the use of machinery and 
the steady improvement in machines. 

As for the wage scale in general, if it comes down it will have to be by slow and 
gradual change and the level of commodity prices, or cost of living, will have to come 
down with it. Any attempt at a wide-spread wage reduction now would be to invite 
industrial disaster. 





The Market Prospect 


E believe that the next important market swing will be upwards and that it started 

early this week. Judge Gary's exceedingly optimistic remarks which predict five 
years of prosperity and similar cheerful views expressed by other business and 
=———— financial leaders which are summarized in our Leading Opinions section, are 
significant. All these indications, combined with the resistance offered by stocks on 
recent reactions, point to a demand for stocks greater than the supply, which should 
eventually mean higher levels. 

We are especially impressed by the possibilities in the oil securities and believe 
that a number of the other specialities will show considerable advances before the up- 
ward movement culminates. There is a strong probability that the Money Committee 
will remove all loaning restrictions before the middle of January and the market will 
undoubtedly anticipate such action. This is, perhaps, the most important constructive 
factor as there are many millions of dollars awaiting to be utilized in the purchase of 
—— which have heretofore found an obstacle in the shape of restrictions on brokers’ 
oans. 


December 17, 1918. 











Deflation or Danger 


How we May Attain Normality in Banking and Currency 
Conditions—‘‘ War Paper’’ Must Be Reduced— 
Capital Must Be Accumulated 





By HENRY PARKER WILLIS, 
Professorgof Banking, Columbia University 





HE close of the war finds the 

United States, in common with 

other countries, on a basis of 

very high prices and wages. 
There is difference of opinion among 
economists as to the immediate causes 
of these changes. Some are inclined 
to ascribe them primarily to the altera- 
tion of the supply or distribution of 
zold. Others doubt the importance of 
this factor and are inclined to place the 
plincipal stress upon the changes in 
demand for and supply of the basic or 
principal articles and costs of production, 
and last but not least, upon changes in 
the volume and character of banking 
credit. Fortunately, it is not necessary 
to engage in any discussion of theory 
to reach an agreement upon the prin- 
cipal measures that must be taken in 
order to bring about an effective re- 
turn to normal conditions. Certain of 
these changes are well agreed and are 
so broadly recognized that they are 
practically not subjects of controversy 
in any sense. 

Normality in banking and currency 
conditions must necessarily imply first 
of all a restoration of the character of 
banking assets to their old status, or 
something resembling it. During the 
war there has necessarily been adopted 
a policy of discounting freely at low 
rates, paper secured by bonds and cer- 
tificates of indebtedness. This would 
in any case have been requested in 
order to insure the general disposal of 
the Government’s obligations. It has, 
however, been carried much further 
than was necessary because business 
houses, finding that commercial rates 

were high, have taken advantage of 
the situation by using bonds as collat- 
eral for notes whose proceeds were to 
be used in ordinary transactions. This 


practice has been carried so far in some 
cases as to involve the borrowing of 
bonds at a payment of about one per 
cent. interest in order to use them as 
a basis for commercial loans. 


“War Paper” Outstanding 


The consequence has been that both 
the portfolios of member banks, and 
through them the rediscount port- 
folios of Federal Reserve: banks, have 
become very largely filled with this so- 
called “war paper” which to-day ag- 
gregates about $1,500,000,000 in the Re- 
serve banks. Obviously, the first step 
on the road tomormal conditions is the 
elimination of this great holding of 
paper. 

If we were now at the end of our 
Treasury financing the answer to the 
problem, although not easy, would be 
comparatively simple. Higher rates 
of discount on paper collateraled by 
Government bonds, preferential rates 
in favor of genuine commercial paper 
and the adoption of a policy of steady 
and persistent reduction of loans de- 
signed for the carrying of Government 
bonds, coupled with absolute refusal of 
loans for commercial purposes ob- 
tained through the presentation of 
notes collateraled by Government 
obligations would be in outline the proper 
banking policy for the future. 


As stated, however, the situation is 
rendered much more complex by the 
fact that another Liberty loan of large 
size will be necessary, and if floated 
upon the same basis as those of the 
past, will tend to result in aggravating 
the present condition rather than in 
curing it. Were this result to be ac- 
complished we might expect to see the 
banks still weaker in their reserve per- 
centages, their portfolios still more 
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largely occupied with war paper, and 
prices possibly even tending higher 
than they are at present. 

Our first problem, therefore, is to 
avoid any such development, and the 
bvious method of avoiding it is that 
if developing some policy which will 
not result in placing upon the banks of 
he country the necessity of carrying 
.\ large proportion of the new loan in 
the shape of advances made to pros- 
pective buyers of Liberty bonds. 
\iewed from another angle, therefore, 
ihe immediate problem of return to 
iormal conditions is how to place fu- 


measure to discourage the carrying of 
Government bonds and certificates by 
rediscount at Federal Reserve banks, 
but is probable that the establishment 
of a preferential rate of discount in 
favor of genuine commercial paper will 
be needful in order to bring about the 
conversion of Reserve bank portfolios 
from war paper to commercial paper. 
(3) Assuming that the portfolios of 
Reserve banks can be “cleaned up” by 
the methods just indicated, it will still 
remain for member banks to improve 
their own portfolios and this they can 
dé only by gradually pressing their 
customers to elim- 





ure Treasury — 
joans in such a 
way as to mini- 
mize the burden 
resting on the 
anks. ‘There are 
everal conditions 
that must be ob- 
served if this ob- 
ect is to be fully 
realized. 

Further Govern- 
ment Loans 
(1) The rate of 

interest on the 

honds must be 
such as absolutely 
io attract to the 
lreasury all fluid 
capital in the 
community which 
vould otherwise 
seek investment 
lsewhere. In past 
loans we have re- 
ied upon the pa- 


Dr. H. Parker Willis, 
portant part in drafting the Federal Reserve 
Act, and who recently resigned as Secretary 
of the Federal Reserve Board 


inate bonds as a 
security for loans 
and to place their 
borrowings upon 
a commercial ba- 
sis. In the last 
analysis this pro- 
cess can succeed 
only as the cus- 
tomers are in- 
duced to save 
more freely — by 
which is meant 
devote their in- 
comes to the set- 
tlement of their- 
obligations on 
Liberty bonds in- 
stead of using 
them for pur- 
chases of other se- 
curities or for 
new investments 
in business. 
Reduced to its 


who played an im- 





iriotic motive to 
bring about this application of capital. 
\Ve cannot safely rely upon that mo- 
tive now that the war has closed, but 
it best we must combine it with a busi- 
ness motive, and if the rate of interest 
m bonds is not sufficiently high to 
carry them it would seem that the 
most essential step to be taken would 
he that of raising the rate of interest 
they offer to a point fairly correspond- 
ing to commercial requirements. 

(2) Should this step be taken it will 
be possible to advance the rate of dis- 
count at Federal Reserve banks cor- 
respondingly. This will help in a 


lowest terms, this 
pulicy is merely the familiar recom 
mendation that before we embark on 
any new business enterprise we clear 
up our old commitments by creat- 
ing the resources with which to pay 
for the bonds that are already in 
our possession. This is, of course, not an 
attractive program from the stand- 
point of the man who dislikes to see 
prices tending downward or who ob- 
jects to the im»osition of restrictions 
at banks upon loans which would 
otherwise perhaps be made more freely 
and liberally. The only alternative to 
it, however, is that of a steady increase 
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in the amount of war paper held at 
banks of all classes with correspond- 
ing difficulty in liquidating and inci- 
dental necessity of falling back upon 
federal Reserve banks for accommo- 
dation. It is a policy which results in 
maintaining artificially high prices and 
which to that extent puts us at a dis- 
advantage, not only in our export 
trade but in our effort to reduce our 
domestic economic system to its nor- 
mal or natural footing. 
Inflation is Now General 

The fact that all countries are now 
suffering the evils of an inflated cur- 
rency and credit system in some ways 
renders the problem more difficult, 
while in other ways it simplifies the 
nature of the solution. After the Civil 
War, as indéed after most former wars, 
the expansion of credit and currency 
was one-sided. Some countries which 
were in bad condition felt the effects of 
their position, with the result that pres- 
sure could be brought to bear upon them 
from the outside to compel a return to a 
normal condition. The peculiarity of the 
present situation is that the condition of 
currency and credit expansion is not 
locaiized but is general, and that in 
order to bring about an effective res- 
toration of soundness there should be 
joint action on the part of all for the 
purpose of introducing simultaneously 
the same general remedies for similar 
evils. 

The report of the British Commis- 
sion on currency and the foreign ex- 
changes, headed by Lord Cunliffe, 
which has just been issued, sketches 
the situation in England as follows: 

“If a sound monetary position is to 
be reestablished and the gold standard 
to be effectively maintained, it is in 
our judgment essential that Govern- 
ment borrowings should cease at the 
earlicst possible moment after the war. 
A latge part of the credit expansion 
aris¢s, as we have shown, from the fact 
that the expenditure of the Govern- 
ment during the war has exceeded the 
amounts which they have been able to 
raise by taxation or by loans from the 
actuai savings of the people. * * * * 
A primary condition of the restoration 


of a sound credit position is the repay- 
ment of a large portion of the enor- 
mous amount of Government securi- 
ties now held by the banks. It is es- 
sential that as soon as possible the 
State should not only live within its 
income but should begin to reduce its 
indebtedness, * * * * We are aware 
that immediately after the war there 
will be strong pressure for capital ex- 
penditure by the State in many forms 
for reconstruction purposes. But it is 
essential to the restoration of an ef- 
fective gold standard that the money 
for such expenditure should not be pro- 
vided by the creation of new credit, 
and that, in so far as such expenditure 
is undertaken at all, it should be un- 
dertaken with great caution. The nec- 
essity of providing for our indispens- 
able supplies of food and raw materials 
from abroad and for arrears of repairs 
to manufacturing plant and the trans- 
port system at home will limit the sav- 
ings available for new capital expen- 
diture for a considerable period. This 
caution is particularly applicable to 
far-ccaching programs of housing and 
other development schemes. The 
shortage of real capital must be made 
good by geriuine savings. Jt can not 
be met by the creation of fresh pur- 
chasing power in the form of bank ad- 
vances to the Government or to manu- 
facturers under Government guarantec 
or otherwise, and any resort to such 
expedients can only aggravate the evil 
and retard, possibly for generations, the 
recovery of the country from the losses 
sustained during the war.” 


Capital Must be Accumulated 


This sound and wise recommenda- 
tion is fully as applicable to the condi- 
tion of the United States as it is to that 
of Great Britain. In some respects it 
is more applicable because of the fact 
that the habits and customs of the 
English banking and commercial pub- 
lic are conservative, whereas with a 
considerable portion of the American 
public conservatism is a result of rea- 
soning rather than of instinct. We al- 
ready have enormous demands for so- 
called “social work,” public buildings 
and other enterprises designed to give 
employment to labor, and for funds for 
use in the recognized ways of expand- 
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ing our trade and enlarging our busi- 
ness facilities generally. 

Many of these things are desirable 
in and of themselves. Others would 
be desirable were we in possession of 
a real surplus income. Only a very 
few of the plans that are now present- 
ed for immediate large expenditures 
are urgent, and even of these a con- 
siderable proportion can be deferred. 

There is no financial device, the pro- 
duct of ingenuity and skill, which can 
be employed to offset the need for cap- 
ital or to create new funds for the uses 
of extravagance or even of legitimate 
comfort and pleasure. 


We must choose between the resto- 
ration of normality and soundness in 
our banking and currency system, in- 
volving as it will the shrinkage of 
prices and wages practically simultan- 
eously to their older basis, or some- 
thing like it, and on the other hand the 
maintenance of present expanded con- 
ditions of new obligations are built 
upon the structure which has already 
been reared so high, the eventual re 
sult will necessarily and unavoidably be 
business reaction with the injurious re 
sults which habitually accompany such 
a condition. 








PRICE READJUSTMENT 


PRICE-FIXING in this country has 

served its purpose and should be 
abandoned at the earliest possible 
date. It was a temporary subversion 
of principles of free enterprise that 
only . the war emergency justified. 


But like press censorship and other 
necessary measures incompatible with 


the genius of American _institu- 
tions, it should be done away with. 
A medicine in war, it would prove a 
poison in peace, There may remain, 
for a few months, good reasons for 
a continuance of price-fixing in speci- 
ally scarce foods, as normal food con- 
ditions must await new harvests in 
Europe. But permanent price-fixing 
is no more to be desired than is a 
permanent standing army of four mil- 
lion men, 

Artificial control of business and 
prices should be dispensed with as 
rapidly as possible. At the earliest 
possible date, the business man should 
he free to make his plans and contracts 
with reference to accounting principles 
rather than under government direc- 
tion. Neither price-fixing nor a forced 
expansion of credits can prevent the 
fall in prices which the return to peace 


conditions inevitably involves, nor 
would they be desirable if they could. 
If prices could be artificially sustained, 
it would’ merely mean a period of hes- 
itation and increasing strain. As they 
decline naturally, however, we shall 
see the emergence of successive strata 
of demand which have been sub- 
merged by war-time prices, and the 
transition to peace-time price levels 
will be relatively painless. This will 
be particularly true since current 
stocks of goods are light, and since 
the relaxation of the forced draft 
under which production has been pro- 
ceeding will make possible large 
economies and increasing efficiency 
which will make it unnecessary for 
either profits or wages to fall as rap- 
idly as prices fall. 


There remains, however, a large 
sphere for governmental action by 
ordinary commercial methods in the 
expansion of public expenditure of 
various kinds, as prices go lower and 
if unemployment should appear.—B. M. 
ANDERSON, JR., Ph.D., of the Na- 
tional Bank of Commerce of New York. 
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Investment Bankers Hail Better Times 


Convention at Atlantic City is Well Attended and 
Enthusiastic—Suggests National Blue Sky Law 
as Remedy for Fraudulent Security Evil 





HE two hundred and seventy in- 
vestment bankers who gather- 
ed atAtlanticCity, December9- 
12th, for the annual Conven- 

tion of the Investment Bankers’ Asso- 
ciation of America formed a far dif- 
ferent gathering from that which met 
at Baltimore approximately a year be- 
fore. At Baltimore a financial humor- 
ist referred to the Association as “the 
suicide club,” and there was enough 
grim reality to the jest to rob it of its 
savor, at least as far as the investment 
bankers were concerned. 

But with a successful war behind, a 
future peopled with a hundred in- 
vestors in this country for every one 
which existed formerly and prospects 
for great investment activity for years 
to come, it is no wonder that the in- 
vestment bankers this year met with 
cheerful mien. 

On the first day of the convention 
the Hon. William Howard Taft ad- 
dressed the delegates on the subject of 
“Clinching Purposes of the War.” 
Former President Taft was in fine 
fettle and those who have heard him 
speak many times were of the unani- 
mous opinion that his address to the 
investment bankers was one of the 
finest speeches he has ever made. In 
the afternoon Professor J. Paul Good, 
of the University of Chicago, spoke on 
“The Prussian Dream of World Con- 
quest.” 

On Tuesday Mr. George E. Roberts, 
assistant to the president of the Na- 
tional City Bank of New York, de- 
livered a masterly address on “Recon- 
struction,” which we republish in this 
issue. 

The annual banquet, which always 
concludes the convention, was held in 
the enclosed roof dining hall at The 
Breakers. The Hon. R. C. Leffingwell, 
Assistant Secretary of the Treasury, 
was the first speaker and was followed 
by Rev. C. A. Eaton, who made a stir- 


ring address on “Autocracy, Bolshev 
ism and Democracy.” Captain H. G. 
Gillilahhd, of the Royal North Lancaster 
Regiment, who was one of Sir John 
French’s “Contemptibles” and was cap 
tured in 1914, stirred the diners to their 
depths when he told of the horrors and 
brutality of the German prison camps. 


Election of Officers 

At the annual election of officers and 
governors the following were unani- 
mously elected for the coming year: 

President, William G. Baker, Jr., of 
Baker, Watts & Co., of Baltimore. 
Vice-Presidents: John E. Oldham, of 
Morrill, Oldham & Co., Boston; 
George W. Hodges, of Remmick, 
Hodges & Co., New York; Lewis H. 
Parsons, of Graham, Parsons & Co., 
Philadelphia; J. Sheppard Smith, of 
the Mississippi Valley Trust Co., St. 
Louis; Charles H. Schwepe, of Lee, 
Higginson & Co., Chicago. Secretary: 
Frederick R. Fenton, of Chicago. 
Treasurer: H. L. Stuart, of Hasley, 
Stuart & Co., Chicago. Board of Gov- 
ernors, term expiring 1921: Arthur M. 
Anderson, of J. P. Morgan & Co., New 
York; Harold Stanley, of the Guaranty 
Trust Co., New York; George G. Olm- 
stead, of A. B. Leach & Co., Chicago; 
Benjamin F. Taylor, of Taylor, Ewart 
& Co., Chicago; Henry C. Quarles, of 
the Second War Savings Bank, Mil- 
waukee; Gordon Reis, of Seasongood 
& Mayer, Cincinnati; R.S. Hecht, of the 
Hibernia Bank & Trust Co., New Or- 
leans; Wallace B. Dunham, of the Old 
Colony Trust Co., Boston. Term ex- 
piring 1920: R. K. Cassatt (succeeding 
T. Johnson Ward), of Cassatt & Co., 
Philadelphia. Term expiring 1919: 
Philip W. Dalton (succeeding J. W. 
Hallowell), Coffin & Burr, Inc., Bos- 
ton; James Jenkins (succeeding J. 
Sheppard Smith), nominated for Vice- 
President), E. H. Rollins & Sons, San 
Francisco ; Walter Janney (succeeding 
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Lewis H. Parsons, nominated for Vice- 
President), Montgomery & Co., Phila- 
delphia. 

President Baker’s Remarks 

The inaugural address by William G. 
Baker, Jr., was full of hope and 
promise for the future. Among other 
things, Mr. Baker said: 

“Prior to 1914 it was rather unusual 
to see an offering of foreign securi- 
ties in the markets of America. At 
rare intervals there were floated a few 
foreign government loans, but the in- 
vestment banking house was bold in- 
deed which would endeavor to finance 
an enterprise lo- 


in America, because where the credit 
is obtainable goods will be bought. 
Many of you are already thinking of 
it, and some of you are pushing farther 
open this door of opportunity. I be- 
lieve it is essential that every member 
of the Association should earnestly 
familiarize himself with the great op- 
portunities which will likely present 
themselves in foreign fields. 

“We hear much in these days, some- 
times spoken by timid people, of the 
dangers of the readjustment period. 
That this process might*be serious is 
obvious, but I have enough confidence 
in the American 





cated outside the 
limits of our own 
country. How this 
situation has 
changed in four 
years! You are 
thinking, as are 
all of us, of that 
great field for in- 
vestment bankers, 
the portals of 
which have been 
opened by our en- 
trance into world 
politics. Here, too, 
the door of op- 
portunity is 
swung wide open. 
The investment 
banker of this 
country should 


WILLIAM G. BAKER, JR. 
Newly Elected President of the American Bankers 
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employee to be- 
lieve that it will 
be accomplished 
safely and with- 
out injustice. 
There must be re- 
adjustments of 
many things—of 
prices, of the cost 
of labor, of the 
cost of food, of 
the cost of ma- 
terial_—but I be- 
lieve these adjust- 
ments can be 
made without any 
economic convul- 
sions or serious 
dangers. But, gen- 
tlemen, it is your 
privilege and your 





be in a position to 
finance deserving enterprises in any 
part of the world. If the United States 
is to retain in any measure the position 
which we believe she has attained in 
the financial leadership, this is impera- 
tive. It means two things,—an oppor- 
tunity for legitimate business for the 
investment banker and the stimulation 
of our’external commerce. As true as 
it is that commerce follows the flag, it 
is equally true that commerce follows 
credit. I do not believe it an exaggera- 
tion to state that the investment 
banker has an opportunity in this field 
to not only promote his own interest, 
but to serve the interest of the manu- 
facturer, the shipping merchant and 
wage earner, by making it possible for 
peoples of foreign lands to get credit 


duty to have a 
share in all of these things. 

“These are just a few of your own 
thoughts, but you may still be asking 
yourselves, ‘What is the important 
work which every investment banker 
can do for the good of the country 
and for the business which he has made 
his life work?’ It is an interesting 
phenomenon of life that usually the 
best thing to do is the thing which you 
know best how to do. In the next few 
months the investment bankers of 
America will be called upon to finance 
many and various enterprises. They, 
better than any one else, should know 
whether those promotions should be 
assisted, or refused, so that as I see it, 
gentlemen, the most important work 
for us is the very work that we are 
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supposed to know most about,—name- 
ly, to so sift out the good from the bad, 
that in the great work of peace read- 
justment those enterprises which de- 
serve well of the public will be helped 
and those which should go into dis- 
card, because they have no right to 
exist, will not be offered to the invest- 
ing public.” 
The Fraudulent Security Evil 


Owing to the great number of bond 
buyers created by the Liberty Loans, 
the matter of the fraudulent security 
evil received more attention from this 
convention than ever before and the 
report of W. H. Maxwell, Chairman of 
the Fraudulent Advertising Committee, 
was heard with the greatest interest. 
We publish herewith some vital para- 
graphs from Mr. Maxwell’s report: 

“Your Committee, with the approval 
of your Board of Governors, has de- 
vised a plan for placing with certain 
of our members at strategic points 
throughout the country copies of all 
reports on fraudulent enterprises that 
come into the possession of the Asso- 
ciation. Correspondence was carried 
on between your Committee and a 
number of our members who have 
agreed to act as the custodians of these 
files, and all the information that has 
been gathered by the Association dur- 
ing the past two years should even- 
tually be put into such shape that it 
can be included in these files for ready 
reference by any member of the Asso- 
ciation who requires its use. 

“Your Committee has also under- 
taken to carry on correspondence with 
various newspapers throughout the 
country that have appeared to be 
negligent in their acceptance of ap- 
parently questionable advertising. In 
several instances we have been suc- 
cessful in persuading publishers of 
such newspapers to discontinue the in- 
sertion of palpably fraudulent offer- 
ings. At this point, however, we have 
run squarely against the difficulty of 
not being able to advise publishers 
concerning fraudulent issues, for the 
reason that such publishers are not 
members of the Association and any 


information we might give them would 
not be privileged. In the large major- 
ity of cases, be it said, the publishers 
in this country are desirous of protect- 
ing their readers against dishonest se- 
curities, because they know better 
than anyone else that if their readers 
lose their money in unprofitable fraud- 
ulent ventures, they cannot respond to 
the advertising of meritorious offer- 
ings and cannot even buy honest mer- 
chandise. 

“The promoter of fraudulent securi- 
ties in times gone by has had to gather 
together his list of gullible prospects 
with great care and often at great ex- 
pense. Such lists as have proven 
fruitful of results have been sold for 
large sums of money with the net re- 
sult that many of the persons named 
on the lists have found themselves the 
proud possessors of not one fraudu- 
lent stock, but many. 

“Tt is estimated that in round figures 
more than twenty-one millions of our 
people are the owners of Liberty 
Bonds. It is therefore no longer 
necessary for a seller of fraudulent 
securities to have a list of easy dupes. 
Almost every person he meets on the 
street is susceptible to the argument 
that he should exchange a security 
paying only 34%4% per annum or 44% 
for one that will pay 10, 20, 30, 40 or 
even 100% a year. The ease with 
which such an exchange can be con- 
summated, when the spur of patriot- 
ism is no longer present need not be 
described. It is more than a suspicion 
that the continual sale of Liberty 
Bonds in large or small amounts on the 
various exchanges throughout the 
country, have been largely for the ac- 
count of promoters of fraudulent en- 
terprises, who have obtained their 
supplies of Liberty Bonds in the man- 
ner indicated. The person of: small 
means who has bought from the Gov- 
ernment and who paid 100 cents on the 
dollar for his Liberty Bond, sees his 
security depreciating and cannot un- 
derstand the reason why because the 
workings of the financial market are 
unknown to him. 

“The necessity for the Government 
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and for your Association to take dras- 
tic action in this matter is so evident 
that it is wholly unnecessary for your 
Committee to dilate upon the question 
further. The traffic has run into hun- 
dreds of millions of dollars and con- 
stitutes not only a menace to the coun- 
try, and to every holder of United 
States Government bonds, but to 
everyone of you in your own individual 
banking business. 

“What is the best course to pursue 
in this matter is a question which re- 
quires deep study and careful thought. 
Feeling, therefore, that this is a sub- 
ject which should be considered in its 
every aspect by the Board of Gov- 
ernors of this Association and not 
alone by the Fraudulent Advertising 
Committee, your Committee wishes to 
offer the following resolution : 


‘Whereas, through sales for cash 
and more especially through the ex- 
change of fraudulent securities for 
United States Government bonds by 
unscrupulous persons who are thereby 
swindling many of our citizens, a con- 
dition so serious has arisen that it has 
become a menace to the country, now 
therefore 


‘BE IT RESOLVED, that it is the 
sense of the members of the Invest- 
ment Bankers’ Association of America 
in convention assembled that the 
Board of Governors of the Association 
shall take such steps to abate the 
fraudulent security evil as shall in its 
judgment be necessary, whether such 
action shall be in the nature of a re- 
quest to Congress for the enactment of 
a National Blue Sky Law, or whether 
it shall take the form of a request to 
the various States to enact a uniform 
Blue Sky Law in all the States, or 
whether it shall be through independent 
action by the Association itself. The 
Board of Governors is hereby em- 
powered to incur such expense as may 
be necessary in carrying out the terms 
of this resolution.’ ” 


The resolution was unanimously 
approved, 


Convention Opposes Govt. Control 


The existing method of regulating 
utilities, especially as it relates to 
railroads, was characterized as a fail- 
ure by the railroad securities com- 
mittee of the Investment Bankers As- 
sociation of America. The report 
which embodied this declaration was 
submitted by John E. Oldham of Mer- 
rill, Oldham & Co., of Boston, chair- 
man of the committee, and was ap- 
proved by the members attending the 
meeting. In a resolution adopted the 
association opposed public ownership 
or permanent operation of railroads 
and declared emphatically in favor of 
lines under such altered methods of 
an early return to private ownership of 
regulation as would insure sound rail- 
road credit and an adequate transpor- 
tation system. 

“Nobody to-day seriously questions 
the advisability of a policy of regula- 
tion which aims to protect the public 
from abuses and discriminations of 
various kinds,” said Mr. Oldham’s re- 
port, “but it demands at the same 
time a regulation which would enable 
the railroads to maintain their credit 
upon a satisfactory basis. The alter- 
native is public ownership or some 
system of public control whereby se- 
curity would not be dependent upon 
the merits of particular enterprises, 
but on the soundness of public credit.” 

Regarding the pre-war railroad reg- 
ulation the Railroad Securities Com- 
mittee emphasized the point that the 
railroads cannot be returned to their 
pre-war status without providing re- 
lief from the burdensome conditions 
under which they have heretofore been 
operated and that any plan of future 
Governmental control should eliminate 
the conflict between State and Federal 
bodies. It is further contended by the 
committee that the Sherman anti-trust 
laws, and the State anti-trust laws in 
their application to transportation, 
should be repealed in the interest of 
efficiency and economy, because such 
laws will be unnecessary under proper 
Governmental regulation. 





Reconstruction 


How Will Europe Pay Off Her Indebtedness—Gold or 
Goods?—Must Buy Foreign Securities 





By GEORGE E. ROBERTS, 
Assistant to the President of the National City Bank 


An address delivered before the Investment-Bankers ‘Association of America in Convention - 
at Atlantic City, New Jersey 





HE end of the war finds the 
United States in a much 
stronger position in world af- 
fairs than it was at the begin- 

ning, but it finds us with new obligations 
and responsibilities, some of which are of 
special concern to you who are membérs 
of this organization of investment ban- 
kers. A people who are creditors to 
the world must not play a miserly 
part; they must play a helpful part. A 
creditor nation which expects to re- 
ceive its balances regularly in gold will 
not make the best use of its wealth or 
remain a leading factor in world 
affairs. 

For the ten years ending with June 
30, 1914, the trade balance in favor of 
the United States on merchandise ac- 
count averaged approximately $500,- 
000,000 per year. This was practically 
offset by interest and dividend pay- 
ments to the holders of American se- 
curities, by charges of foreign shipping 
against our commerce, personal remit- 
tances to foreign countries and by the 
expenditures of American tourists 
abroad. Now we have bought back 
most of the American securities that 
weie in foreign hands, we are prepar- 
ing to have our own ships and we will 
have interest payments coming to us 
of $400,000,000 to $500,000,000 per year. 
How are the other countries going to 
make these payments? I am not ques- 
tioning their solvency. I have no doubt 
they will have annual surplus of new 
wealth sufficient to meet our claims, 
but how will the payments be accom- 
plished? They cannot pay us in gold 
for the total production of gold in the 
world outside of the United States is 
not $400,000,000 per year. Further- 
more, if we were to steadily absorb 
more than our due share of the new 


gold production, based upon our share 
of the world’s business, the effect 
would be to raise prices in the United 
States above prices elsewhere, whick 
would make it more difficult for us to 
export in competition with other coun- 
tries. 
Live and Let Live 

Will we receive payment for our 
balances in goods? The talk at the 
commercial conventions is all for 
greater exports and fewer imports. At 
the recent meeting of the United 
States Chamber of Commerce at At- 
lantic City a list was given of 470 
commodities formerly imported which 
we will hereafter make for ourselves. 
The outstanding thought at that meet- 
ing was that we were going to have 
the greatest merchant marine in the 
world to carry our goods to the mar- 
kets of the world. But if there is a 
balance of payments in our favor both 
on merchandise account and on inter- 
est account, and settlements cannot 
be made with gold, how will settle- 
ments be made? 

Frankly, I think we must modify to 
some extent our enthusiasm for mak- 
ing and doing everything for ourselves 
and the rest of the world too, and ex- 
pect to do a fair amount of real trade 
with other countries. It will not be 
profitable to have all of these ships en- 
gaged in carrying goods only one way, 
and in the long run such commerce 
will be found impracticable. At the 
present time, in view of the world 
scarcity of goods and of our great 
productive capacity, all interests will 
be served by having this country ex- 
port to its capacity, and this can be 
done only if we grant credits freely. 
This does not mean ordinary commer- 
cial credits, but long-term credits; in 
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other words, we must create in this 
country an investment market which 
will take foreign securities, and that 
task is up to the investment bankers. 
We can take no part in the reconstruc- 
tion work of Europe unless we are 
willing to take our pay in the form of 
investments. 


Canada and the U. S. 


The situation is illustrated by the 
relations between Canada and the 
United States during recent months. 
A party in Canada desiring to make a 
payment in the United States has had 
to pay a premium of approximately 
two per cent for a draft. The expla- 
nation has been that Canada’s impor- 
tations from the United States have 
been larger than her exportations to 
this country; they did not balance and 
credits had to be created here against 
which the Canadian banks might draw. 
In ordinary times gold would be shin- 
ped; that is the regular method in 
normal times, but during the war 
trade has been so unbalanced that the 
government put an embargo on gold 
exports. Some other method of mak- 
ing settlement had to be resorted to. 
There is always a remedy for such a 
difficulty and that is the price for the 
desired service. The price of having 
credits created appears in price of ex- 
change. Canadian exchange in New 
York may be provided by selling se- 
curities in New York, by borrowing 
there or by shifting credits from some 
other market, as from London, but it 
has been necessary to pay for this ser- 
vice. The compensation which it has 
been necessary to pay has been about 
two per cent. That two per cent has 
increased the cost in Canada of im- 
portations from the United States and 
it has also served as a premium on 
Canadian exports to the United States. 
The charge might have been more than 
two per cent of the trade balance had 
been larger, but in order to hold the 
balance down the Canadian govern- 
ment placed an embargo on the impor- 
tation of luxury goods. 

Thus it will be seen, that on account 
of unbalanced state of trade in favor 
of the United States in the last year, 


the neighboring and friendly govern- 
ment of Canada took two steps to cut 
down imports from this country. First, 
it put an embargo upon gold exports 
from Canada, the normal method of 
settling balances; and second, it for- 
bade the importation of goods classed 
as luxuries or non-essentials. 

But lest it may be thought that the 
action of the Canadian government 
was unfriendly and extraordinary, let 
me hasten to add that the United 
States pursued precisely the same pol- 
icy. Because it maintained an embargo 
on gold, and because there was a trade 
balance between the United States and 
Argentina largely in favor of the lat- 
ter, it has been necessary in this coun- 
try to pay a premium of about seven 
per cent to get a draft on Buenos 
Aires. 

The position of the bankers who 
deal in foreign exchange is often mis- 
represented, they are ndt responsible 
for the fluctuations. A banker may 
borrow temporarily for exchange pur- 
poses, but not for an indefinite amount 
or an indefinite time. As a rule the 
banker is simply a dealer, buying and 
selling on the market, and exchange 
rates follow the trend of payments. It 
is proper that they should, for the 
fluctuations tend to correct a one-sided 
trade and to bring trade into balance. 

No country can have a trade balance 
in its favor continually unless that bal- 
ance is offset by other payments which 
it is making either upon its own in- 
debtedness or in course of loans to 
other countries. If the balance of pay- 
ments is in favor of the United States 
on both merchandise account and inter- 
est account, exchange rates will be 
against this country and will rise as 
the balances rise, until they are pro- 
hibitory upon exports, unless we ac- 
cept settlement in securities. 

Must Lend Freely 


This is a fundamental condition, 
which we need to understand immed- 
iately. Our new position as a creditor 
nation will compel us to be a free 
lender to other countries. If we fail 
to recognize this condition, these ef- 
forts for the development of an ex- 
port trade will be largely doomed to 
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disappointment. Our export trade 
will be cut off by the sheer inability 
of would-be customers to find the 
means of making payments to us. 
This situation faces us suddenly as 
the result of the war. Great Britain 
and Germany grew into their great 
foreign trade gradually, by means of 
their foreign investments. They de- 
veloped a body of foreign investors 
accustomed to put their money into 
the securities of companies located or 
doing business abroad. The British or 
German investor found the opportun- 
ity for enterprise. The securities rep- 
resenting the investment were sold in 
England or Germany, and the money 
was expended there for equipment or 
goods, and the export trade flourished. 
In the United States we are now 
confronted with the question, can we 
rise promptly to an appreciation of 
the necessities of our newly attained 
position? Are we ready to lend and 
lend continually and permanently to 
support and develop our foreign 
trade? Will our investment market 


take up the offerings that will have to 
be made here in order to hold the ex- 
change situation level? 

The truth is that we have developed 


our industries and increased our 
wealth so far beyond that of the rest 
of the world that in the very nature 
of things it is now to our interest to 
be a lending nation until the equilib- 
rium is in some degree restored. 

The suggestion has been made in 
this country that the United States 
should forgive or cancel its loans to 
Great Britain, France, and other al- 
lies, on account of the services they 
have rendered to the world, this coun- 
try included, in the war. I am not go- 
ing to discuss the merits or the diffi- 
culties of that proposal, and it may be 
doubted whether the debtor countries 
would care to have the subject brought 
under discussion or any such action 
taken, but it is pertinent to say that 
from our own standpoint, in view of 
the present situation in the exchanges 
early payments upon either principal 
or interest are undesirable. We al- 
ready have more than our share of the 


world’s gold and additions to our stock 
would be harmful instead of advan- 
tageous. Payments in goods upon any 
such scale as would be required would 
cause an interference with our estab- 
lished industries for which the country 
would be unprepared, and which cer- 
tainly would be vigorously opposed. 
Other countries have far greater need 
to import commodities than has the 
United States. There is no doubt that 
as a practical proposition the business 
interests of this country would say we 
do not want to be paid in goods, and 
this means that we must increase the 
amount of the loans by the amount of 
the interest, perhaps for years to come 
—not because the debtors are unable 
to pay, but because as a creditor nation 
we find it to our advantage to increase 
our investments abroad. 
Equilibrium Among Nations 

There is a certain balance and equil- 
ibrium which is naturally maintained 
in the relations of nations and of indi- 
viduals. A man whose riches have 
reached the point where the income 
more than suffices for his own wants 
goes on accumulating but reinvesting 
his surplus, although the gains no lon- 
ger contributes anything to his needs 
or wants. It is reserve wealth or sur- 

lus wealth to him. Nominally and 
awfully it belongs to him, but in fact 
the benefits of such wealth inure to 
the public. 

And so there is an altruism in na- 
tural law which makes it to the ad- 
vantage of an advanced nation to use 
its wealth for the benefit of countries 
not so advanced or temporarily in want 
of capital. The United States will 
have its own interests best served by 
allowing its incomes from these loans 
remain in the possession and service 
of its debtors. Neither the principal 
or interest will be wrung from dis- 
tressed peoples. So long as it can be 
used most advantageously with them 
it will remain there, and when the 
payments come it will be by natural 
adjustment of the world’s exchanges 
and the |g sacitght power of all coun- 
tries will have so increased that no 
burden will be felt anywhere. 
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Financial Leaders 
Forecast Prosperity 


Since the “peace boom” failed of ma- 
terialization, there has been much whis- 
pering and shaking of heads among cer- 
tain conscientious business objectors. 
The leaders in business and finance, how- 
ever, have not been afraid to come out 
openly and express their belief in the 
great and immediately great future of the 
United States of America. We publish 
herewith some extracts from recent pub- 
lic utterances by men nationally known. 


Speaking at a general meeting of rep- 
resentatives of the steel industry who met 
in New York recently, Judge Elbert H. 
Gary, chairman of the board of the U. S. 
Steel Corporation, said: 

“I predict that the next five years in this 
country will be the most progressive, prosper- 
our and successful in its history. The results 
will astonish even the most optimistic of to- 
day. 

“There is no reason for fear or doubt by 
the steel men. The prospects are bright and 
the opportunities for success are greater than 
ever before. 

“The General Committee has reached the 
conclusion there should be recommended to the 
War Industries Board a moderate reduction in 
the scale of maximum prices for our com- 
modities, commencing January 1. 

“The necessary costs of living have been 
growing, and until they are reduced it would 
seem that, on the average, the present wages 
are reasonable. 

“Prices generally throughout the country are 
abnormal and unreasonable. We ought to get 
back to a peace basis as soon and as speedily 
as possible.” : 

Charles M. Schwab, who will return 
immediately to active participation in the 
management of the Bethlehem Steel 
Company, is optimistic. 

Mr. Schwab said that while he expected 
“some economic troubles” during the period of 
reconstruction, he believed that period would 
be short and that the Nation would emerge 
to greater industrial development than ever 
before. bat 

“I’m going right ahead in the same optimis- 
tic and progressive spirit as in the past,” he 
said. 

A wise administration of the Govern- 
ment at Washington will give the United 


States the prosperity so confidently hoped 


for in the business world. Frank A. 
Vanderlip, addressing the woolen manu- 
facturers at the Waldorf-Astoria re- 
cently, laid stress upon this point. 


“This is a hungry world. There is going 
to be a demand for all the food there is and 
for practically everything else that factory or 
shop can turn out. There is going to be a 
great world labor demand, and prices are going 
to stay up. I believe labor is entitled to a 
larger share in the fruits of industry. 

“But when it gets it, it has got to do a 
largér proportion of work. In our readjust- 
ment we are going to have difficulty on the 
part of labor, but that is to bring about a more 
friendly attitude toward doing a day’s work. 

















G. M. Adams Service 
WHY NOT GO DOWN SIMULTANEOUSLY? 





“If we can get a co-operative interest in the 
whole question of prosperity—if we can get 
employer and employee to realize more efficient 
methods of production—then we will have 
solved the problem” 


Addressing the Reconstruction Con- 
gress recently held at Atlantic City, John 
D. Rockefeller, Jr., saitl: 


“One of the most useful lessons which the 
struggle has taught is the value of co-opera- 
tion. Today we stand at the threshold of the 
period of reconstruction, and as we turn from 
the problems of war to the problems of peace 
we may look for such success in solving the 
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latter as has been attained in dealing with the 
former only as we are animated by the same 
spirit of co-operation and brotherhood. The 
hope of the future lies in the perpetuation of 
that spirit and its application to the grave 
problems which confront us nationally as well 
as internationally. Among these problems none 
is more important, because of its ramifying 
relations, or more pressing, from the fact that 
it touches almost every department of life, 
than that of industry.” 


In absence of James A. Farrell, his ad- 
dress on foreign trade was read at the 
general session of the Reconstruction 
Conference of United States Chamber of 
Commerce at.Atlantic City. Mr. Farrell 
said, in part: 


past, is the opinion of the National City 
Bank as expressed in its monthly letter. 

Optimism regarding the business out- 
look is expressed in the bank’s circular 
as follows: 

It is not possible to boubt that a great 
period of prosperity awaits the country as soon 
as the readjustments to a peace basis are made, 
and in our opinion the required readjustments 
are not such as to occasion alarm. The situa- 
tion is inherently strong. Stocks of goods of 
all kinds are low all over the world, and 
people have been economizing in purchases 
until their needs are pressing. This country 
could have had a great foreign trade during 
the last year despite high prices, but for_the 
embargoes and shortage of shipping. Con- 
struction and repair work is behind. 
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“There can be no great revival of trade in 
countries where we hope for it most, unless we 
are ready to provide capital for their develop- 
ment. We must enter into the industrial life 
of those countries, engage in enterprises with 
them and create out of their resources new 
wealth from which will come our pay. Habits 
of investment are acquired by experience, and 
conditions in this country have favored in- 
vestments in local enterprises. We have just 
begun to acquire experience with investment 
outside of the country, and development among 
us of a body of cosmopolitan investors, such 
as has long existed in England, must vitally 
affect the future of our foreign trade. It 
means, however, an enormous stride in com- 
mercial and industrial capacity that we should 
have passed out of ranks of debtor nations, 
and become ourselves large creditors of all 
allied countries.” 


The crest of the demand for money is 


The indications are that there is a good 
volume of business which will come forward 
without regard to prices or with moderate con- 
cessions, and more as reductions occur.” 

“Petroleum Coming Factor 
in Shipping”—E. N. Hurley 

We are on the point of another revo- 
lutionary advance in shipping, according 
to Edward N. Hurley, chairman United 
States Shipping Board, who writes in the 
Saturday Evening Post under the some- 
what fanciful caption of “When Coal Oil 
Johnny Goés to Sea. The United States 
will have an advance if we back national 
resources with national ingenuity. In his 
article Mr. Hurley makes the following 
observations : 

Petroleum is the coming factor in shipping. 
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It will be used under boilers to raise steam. 
Better yet, it will propel internal-combustion 
engines of the Diesel type—the motor ship. 

Petroleum is about to effect a transforma- 
tion in world shipping much more remarkable 
than that which was wrought by steam. The 
possibilities are fascinating. Both the oil- 
burning and the motor ship remove handicaps 
under which the merchant navies of the world 
have been steadily degenerating. They reduce 
operating costs, increase range and flexibility, 
overcome certain international political handi- 
caps in shipping, and improve the living stand- 
ards and morale of those who go down to 
the sea in ships. 


Steel Industry 
Restored to Owners 


Restoration of the steel industry to its 
owners is now practically complete, says 
the Pittsburgh correspondent of the 
N. Y. Times. 


Expectations entertained in some quarters 
that there will be a sudden drop in iron and 
steel prices in all probability will be dispelled. 
That is not the idea of the industry. It has 
millions of tons of contract business on books, 
some at Government prices, some at the higher 
prices that were ruling for six months or more 
prior to the inception of Government control. 
It would be embarrassing to the customers un- 
der these contracts for material to be offered 
at lower prices to other buyers, while, further- 
more, the buyers who are now in the market 
are not anxiously seeking lower prices. They 
are buyers who can make a quick turn-over of 
the material, and can do so more easily on a 
steady than on a declining market. 

The long-term investment buyer will insist 
upon lower prices, but he is not yet in the 
market. Meanwhile producers will be engaged 
though perhaps not at full capacity, in filling 
old orders and such new business for prompt 
shipment as naturally comes into the market. 


“Copper Price 
Preposterous” 


Any idea of a prolonged maintenance 
of the copper price at the present nomi- 
nal lével “is simply preposterous,” says 
the Engineering and Mining Journal, 
speaking about the prospect for the 
metal. -The editorial, in part, follows: 

We have previously expressed the opinion 
that eventually there is going to be a great de- 
mand for metals for reconstruction purposes, 
for the replenishing of depleted stocks of 
goods for ordinary commercial purposes, and 
ior new construction for the institution of in- 
dustrial economies, such as a more general use 


of water-power, etc. But before that is to be 
expected we regard it as inevitable that there 
will be a period of readjustment, during which 
there will be lower prices. 

We have previously expressed the opinion 
that even if there had been no war the world’s 
consumption of copper would naturally have 
been as large as it was in 1918. This would 
have been so if the old rule that copper con- 
sumption about doubles every 10 years had 




















New York Tribune 


AND STILL THE BLAMED THING 
FALL 


DOESN’T 





held good. We look forward to a great de- 
mand for copper after the period of readjust- 
ment, but it will not begin with the price for 
the metal at the present nominal level. 


“Danger in Federal 
Control”—P. M. Warburg 


Warning that the close connection be- 
tween the Government. and business, 
brought about by the war, “may tend to 
debauch and to corrupt the Government,” 
was given by Paul M. Warburg, former 
vice-governor of the Federal Reserve 
Board, in a speech before the United 
States Chamber of Commerce War Ser- 
vice Committees at Atlantic City. He 
urged that proper safeguards be thrown 
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about the Government responsibility and 
influence in business to avoid this peril. 

“It is this danger we are facing at the mo- 
ment of our proudest triumph,” Mr. Warburg 
added. “It must be our serious concern that 
a national effort, born in idealism, should not 
bear the seeds of national decline. The recon- 
struction period places us face to face with this 
problem, and it is during this period that 
thoughts will have to be developed leading to 
a solution entirely fair to the peoples.” 

He believed an early withdrawal of the hand 
of the Government from its war activities in 
business was advisable and possible. Espe- 
cially is this true regarding regulation of pro- 
duction and prices. Prompt cancellation of 
contracts and prompt liquidation of indebted- 
ness incurred through contractural obligations 
will go far to ease the general situation, he 
held, urging that “the slate should be clea 
as soon as possible while new business knocks 
at our doors.” 


“Sherman Law 
an Absurdity”—C. H. Sabin 


Speaking before the Illinois Manufac- 
turers’ Association, in convention at Chi- 
cago, Charles H. Sabin, president of the 
Guaranty Trust Co., New York, urged 
the repeal of the Sherman Law as tend- 
ing to shackle business of the United 
States in the world-wide competition that 
is bound to follow the European War. 


He also took occasion to point out the 
dangers of government ownership of 
railroads. 

“In striking the shackles of serfdom from 
other peoples we should liberate ourselves 
from the chains of legal antiquities and ab- 
surdities, such as the Sherman Anti-Trust 
Law. The war has taught us that competition 
and individual action must yield to co- 
operation and co-ordination; we should like- 
wise recognize that freedom includes the lib- 
erty to combine as well as to compete. 

“Certainly, the national crisis through which 
we have just passed has proved beyond even 
the shadow of a reasonable doubt that, if the 
Sherman Law is not legally unconstitutional, 
it is most assuredly economically and logically 
“unconstitutional,” and should be repealed. In 
the last year and a half we have witnessed the 
strange anomaly of the Government practicing 
methods which it had decreed unlawful; but 
only thus could we have won the war. 

“It is not a sufficient answer for the banker 
or investor to say that he would be willing 
to have his uncertainty ended by Government 
purchase of his railroad securities. That 
could only temporarily serve his selfish in- 
terest. Government ownership of railroads 
would be followed by public ownership of all 
public utilities, and then of natural resources, 
and the end of such a pr m could be only 
economic chaos, financial disaster, and political! 
corruption. Rising costs, higher taxes and 
poorer service have attended this experiment 
around the world.” 


PROVIDING FOR HER FUTURE 


It was the 


Ne broker’s hopes ran high. 
first of the year, and he was thinking what 


Santa Claus should bring his wife for the 
following Christmas. e discussed the 
subject with his better half and said, “I have 
it dear. I shall buy you a wonderful rope 
of pearls. It may cost three or four hun- 
dred thousand dollars but each ‘tear’ shall 
be as large as a pigeon’s egg, the color 
superb and pinkish blue, and the skin 
radiant.” 

Later he came home and after dinner re- 
marked, “I am going into Tiffany’s to- 
morrow, or the next day, and see if I can 
select a tiara of diamonds which will be re- 
served for you to Christmas.” ~ 

Subsequently he thought of a nice set of 
sables. e knew that they were being ad- 


vertised from $14,000 to $45,000, but what 
of that with his hopes? Afterwards it was 
to be a touring car, or perhaps a sedan, and 
yet he allowed that a set of silver would 
not be amiss. 

Thanksgiving came and went, and his 
mind wandered to thc curb market where a 
few shares of mining stock might be picked 
up almost for a song. His problem was 
solved at last. He went to her yesterday 
evening, and said, “Dearest, I have not for- 
gotten you, it is going to be some real 
estate, upon which you will have no taxes 
to pay. Tomorrow I shall give you the 
deed. It is to be a piot in the cemetery,— 
so you see, whatever shall happen, girlie 
mine—your future is surely taken care of.” 





BONDS 4% INVESTMENTS 


Low Priced Railroad Bonds 


of Investment Merit 
Issues Which Should Interest the Business Man—Their 


Essential 


Features 





By GEO. S. 


HAMMOND 





HEN you step into the office of 
your investment banker and 
tell him that you wish to buy 

railroad bonds of the very 
safest character, he can immediately 
satisfy your wants with the utmost 
ease. He need merely select Union 
Pacific First 4s at about 90, yielding 
4.65%, Pennsylvania Railroad Consoli- 
dated 4%s at about 100, and other sim- 
ilar securities. 

But if you go to him and explain 
that you want a high degree of safety, 
coupled with an average return of 
about 6%, you give him a little more 
to think about. 

You are not, however, proposing 
anything approaching an impossibility. 
High yield and inferior security are 
generally associated together, and, in 
the general run of the bond market, 
rightly so. There are conspicuous ex- 
ceptions to the rule, none the less, but, 
as low market value is circumstantial 
evidence of most unfavorable charac- 
ter, your banker must delve pretty well 
into the facts of the case before he is 
in a position to convince either himself 
or his client that the securities he is 
investigating are thoroughly decent 
characters, notwithstanding their un- 
fortunate selection of company. 


Underlying Issues 


The most fertile field from which to 
obtain safe, low-priced railroad bonds 
is among the underlying issues of 
roads of second or third rate credit, 
or those recently reorganized. It is a 
conspicuous fact in the bond market 
that the credit of the issuing company 


often determines market value, rather 
than the actual security of the bond 
from the mortgage lien standpoint. 
That is to say, a junior lien on a mode- 
rately strong property, such as the 
Baltimore & Ohio, or the New York 
Central, will sell higher than an under- 
lying issue of the Denver & Rio 
Grande or of the St. Louis South- 
western, though the latter may be 
better protected, as individual issues, 
by their equity in the property and by 
the earnings applicable to meet their 
interest charges. 

In the accompanying table are listed 
twelve issues of the character referred 
to. With the partial exception of the 
last two, they are clean cut, first mort- 

ge, main line issues. All but the 

icago Great Western Ist 4s and the 
Peie Marquette Ist 4s and 5s have 
substantial amounts of junior bonds to 
fall back upon in case of trouble. 

In spite of the depressing effect upon 
market values of the inferior credit of 
the issuing companies as a whole, we 
find that it is unusual for bonds of this 
type to be disturbed in reorganization. 
Main line bonds, of moderate amount, 
followed by junior liens, and secured 
upon lines having a density of traffic 
marking them as economically neces- 
sary properties, can, and have, with- 
stood a lot of physical neglect, mis- 
management, receiverships, and reor- 
ganizations, emerging unscathed. 

Cases in point are the St. Louis-San 
Francisco, the Wabash, the Missouri 
Pacific, and the Rock Island. The mere 
title “first mortgage” is, of course, a by 
no means infallible assurance of safety, 
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but such issues which have met disas- 
ter will usually be found to lack at 
least one of the above qualifications. 
Divisional bonds are particularly vul- 
nerable unless they cover lines essen- 
tial to the system as a whole. 

The issues given in the table are, I 
believe, generally better than their 
prices would indicate, and they make 
excellent securities to include in mod- 
erate amounts in a list of diversified 
investments. Because of their frankly 
speculative character, more as regards 
market fluctuations than actual secur- 
ity, it seems inadvisable to concentrate 
too heavily on one issue. It is prefer- 
able to split up the investment over 
half a dozen or more. Advances of ten 


The rate per mile is only $22,440 and 
as the line is double and triple tracked 
and carries a very heavy volume of 
traffic, it is plain that they have a most 
substantial equity in the property. 
Junior bond interest is in default, but 
the interest actually paid, including 
that on the Consolidated 6s, was earned 
two and a half times in 1916 and three 
and a half times in 1917. 

Cuicaco Great WESTERN Ist 4s cover 
practically the entire road, one of the 
minor grangers. The company is in 
fairly good physical and financial con- 
dition, and puts its modest surpluses 
back into the property regularly. Total 
charges were earned one and one-third 
times in 1917, but the income should be 


LOW PRICED BONDS 


Issue 


Chicago & Eastern Illinois Cons. 6s 

Chicago Great Western Ist 4s 

Denver & Rio Grande Consol. 4s 

Kansas City, Fort Scott & 
Consolidated 6s 

New Orleans, Texas & Mexico Ist 6s 

Missouri, Kansas & Texas Ist 4s 

Pere Marquette Ist 5s 

Rio Grande Western Ist 4s 

St. Louis Southwestern Ist 4s 

Western Pacific Ist 5s 

Missouri Pacific Refunding 5s 

St. Louis-San Francisco Prior Lien 4s 


Maturity Price 
100 


66 
74% 


High 
Since 
1906 Decline 
139 39 
873% 21% 
101% 26% 


121 20 
New Issue 
103 31 
New Issue 
100 27 
9934 25% 
New Issue 
New Issue 
New Issue 


Yield 


6.00% 
6.35% 
6.50% 


5.45% 








or twelve points from the lowest point 
of the year have occurred in some of 
these bonds, but as that level was the 
minimum on record, they do not seem 
to have approached the end of their 
possibilities for appreciation. The de- 
clines shown in the table are still large. 


A Good Bond of a Neglected Road 


The first bond on the list, and one of the 
best, is Cutcaco & Eastern ILLINOIS 
CoNSOLIDATED 6s. The road was for- 
merly the Frisco’s St. Louis to Chicago 
line. It also runs into the Illinois coal 
fields, where it. derives an excellent 
traffic. It is now in receiver’s hands 
as a result of the Frisco’s neglect and 
a top heavy debt. The mortgage cov- 
ers by first lien 107 miles of road from 
Danville, Ill., to Dolton, near Chicago 


somewhat larger under government 
control. The Ist 4s have no junior 
bonds behind them, their $34,221,000 
constituting almost the entire debt of 
the company. Their current quotation 
is surely a not extravagant valuation. 


DenvER & Rio GRANDE CONSOLIDATED 
4s and Rio GRANDE WESTERN Ist 4s are 
conspicuous examples of well secured 
bonds, depressed by the misfortunes of 
the issuing corporation, which has lost 
its solvency, and a large part if not all 
of its corporate future, as a result of 
the suit of the Western Pacific bond- 
holders, brought about by the Denver 
company’s default on its guarantee. 


As these two issues cover almost all 
of the better parts of the system by 
first lien, they are well protected. To- 
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gether they amount to about $56,000,- 
000, but they have behind them $58,- 
119,000 junior liens, upon all of which 
interest is being met. After deduction 
of rentals, etc., senior bond interest is 
usually earned about three times over. 
There is not a great deal to choose 
between the two issues and it would be 
strange were one to survive a default 
on the other. Technically, however, 
the Rio Grande Western 4s are a trifle 
the better security, as they cover a 
greater proportion of main line, carry- 
ing comparatively heavy traffic, and 
consisting entirely of standard gauge 
track, whereas the Denver & Rio 
Grande 4s are secured partly on nar- 
row gauge lines made necessary by 
the character of the country. 


Survived Receivership 


Kansas City, Fort Scotr & MEMPHIS 
6s went through the Frisco reorgani- 
zation without a tremor, refusing to 
fall below 100. They cover some of 
the best lines of the system, running 
from Kansas City to Memphis, a part 
of the line to Birmingham, Ala., and 
connecting up some important traffic 
centers. The lines mortgaged amount 
to 689 miles, making a per mile rate of 
only $19,211. The rate for the Frisco 
system is $38,190, and as the Kansas 
City, Fort Scott & Memphis mileage 
far exceeds in importance the average 
of all Frisco lines, its amount is thor- 
oughly conservative. 

Missour1, Kansas & Texas Ist 4s 
have been verging on the edge of a de- 
fault for some time. That is to say, 
the coupons are paid just short of six 
months late, the period of grace al- 
lowed in the mortgage, in order to con- 
serve cash. There are $40,000,000 of 
them and they cover 1,583 miles, or 
over two-fifths of the system by first 
lien. About 75% of the good mileage 
of the Katy is included. As a property 
the road is rather rambling and loosely 
knit. Apparently it has not the very 
best of opportunities for development. 
It has been doing very well of late, 
however, and earned over $8,000,000 
available for interest charges in 1917. 
Of this, only about $2,500,000 was paid 
out, leaving over $4,000,000 interest on 


junior bonds in default. In reorganiza- 
tion the debt can be radically scaled 
down without touching the Ist 4s. 


The New Orteans, Texas & Mexico 
was formerly a part of the Frisco but 
is now an independent route of about 
1,000 miles from New Orleans to 
Brownsville, Texas, along the Gulf. 
The Ist 6s were issued in reorganiza- 
tion to the amount of $5,870,000. They 
cover 819 miles of road, giving the re- 
markably low per mile rate of $7,167. 
Traffic is light, but the road is in good 
condition, and had a net working cap- 
ital alone, at the end of 1917, equal to 
half the amount of the bonds. Fixed 
charges, exclusive of the interest on 
the $15,000,000 Income 5s, which is 
being paid in full, was earned over 
three times last year. The company 
has possibilities at some distant date 
of being part of a new and direct route 
to Mexico City. 


The Pere MARQUETTE received an ex- 
traordinarily drastic reorganization, 
the debt being smashed to less than 
half its former figure. The $30,455,000 
Ist 4s and 5s are a first lien on the en- 
tire 1,818 miles of American road. The 
per mile rate is but $14,902. The com- 
pany has no other debt, either funded 
or floating, except two issues on the 
Canadian lines, amounting together to 
$5,870,000. In the last nine months of 
1917, the new company earned its 
charges twice over. Dividends are paid 
at the rate of 5% on the $11,200,000 
prior preference stock. The new man- 
agement is apparently very conserv- 
ative. As a through route the Pere 
Marquette is at a disadvantage. A 
considerable portion of the State of 
Michigan is dependent on it for trans- 
portation, however, and its traffic has 
grown quite rapidly in spite of the 
former bad condition of property and 
finances. 


The Str. Louis SourHWEsTERN Ist 4s 
are an old closed mortgage of $20,000,- 
000 secured by first lien on 1,229 miles 
of road, embracing nearly the whole 
property. There are no less than three 
junior liens, aggregating $33,459,250. 
In one recent year—that ended June 
30th, 1915—the company had a small 
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deficit after total charges, but the first 
mortgage bond interest was never in 
danger. Recent earnings have been 
excellent and the management is work- 
ing along the right lines. 


A Thorough Reorganization 


The Western Paciric is another con- 
cern which received a reorganization 
of thorough-going character. Against 
a property account of about $87,000,- 
000 and a net working capital of $13,- 
700,000 there are but $20,000,000 Ist 
5s. From the standpoint of relation- 
ship of debt to tangible assets, this 
issue stands very high. The real ques- 
tion is, of course, whether traffic over 
the sparsely settled territory can be 
permanently developed to a _ point 
where earnings will give a consistent 
margin of safety for the debt. The 
company has purchased some old lines, 
and has the funds with which to con- 
struct additional feeders. The net in- 
come in 1917 was $4,043,905, an ample 
amount to meet fixed charges of $1,- 
600,636. Setbacks may occur, but the 


company is in sound shape to withstand 
any adversity and should gradually 
build up a much increased business 
without the necessity of a great deal 
of capital expenditure. 

Missourr Paciric Ist and Refunding 
5s were one of the two bonds created 


in the plan of reorganization. They 








are secured on the entire property, 
largely by first mortgage, and are fol- 
lowed by $51,350,000 General 4s. All 
future financing will probably be done 
by means of the Refunding 5s, making 
it distinctly to the company’s interest 
to have a good market established for 
them. The Missouri Pacific is gen- 
erally regarded as one of the most 
promising of the recently reorganized 
roads and embraces 6,250 miles of 
track, located in an excellent territory. 
The present debt is conservative and 
interest charges appear to be well 
within earning power. Traffic was ex- 
ceptionally heavy in 1917, producing a 
gross income of $22,299,877, of which 
$8,965,104 was carried to surplus after 
payment of fixed charges. 

The Sr. Louts-SaAn Francisco Prior 
Lien 4s and 5s constitute a good 
blanket mortgage, though they suffer 
indirectly from the unfortunate in- 
clusion in the new capitalization of two 
issues of income bonds, the interest 
upon which promises to absorb a con- 
siderable part of the annual net income 
after prior charges, leaving a limited 
opportunity for the application of 
profits to improvements or working 
capital. The Prior Lien Bonds have 
very little ahead of them, however, 
and it is difficult to see how a purchaser 
at the current quotation would be apt 
to sustain any ultimate loss. 








MARKET STATISTICS 
Dow-Jones Avgs. 


20 
Inds. 
81.13 
82.46 
82.45 
82.89 
82.45 
82.71 
83.41 
84.50 
84.27 
83.53 
82.65 
82.96 


Bonds 


50 stocks 
High Low 
74.53 73.43 
75.10 73.92 
74.94 74.22 
75.23 74.24 
74.86 74.41 
74.85 74.57 
75.25 74.66 
76.11 75.01 
76.34 75.33 
75.51 74.63 
74.88 74.10 
74.42 74.04 


20 
Rails 
87.75 
87.86 
87.63 
87.77 
87.60 
87.65 
87.72 
88.25 
87.90 
87.07 
86.50 


86.45 215,100 





The A B C of Bond Buying 


How the Ordinary Investcr May Judge Bond Values 





XI.—Long Term versus Short Term Bonds. 





By G. C. SELDEN 





c N the first chapter of this series 
Bs I called attention to the fact 
eer) that even the investor for in- 
—=— come alone could not afford to 
ignore the factor of changes in price. 
There is a broad swing in bond prices 
and interest yields, from low to high 
and back to low again, extending over 
periods of years. At times the decline 
of prices may be enough to more than 
equal the interest received, while at 
other times the advance may be rapid 
enough to make the “paper” profit 
which the investor has in his bonds, 
and can turn into money if he wishes, 
equal to his interest return from them. 

Hardly anybody attempts to specu- 
late in high grade bonds, because their 
longer price movements are too slow 
to afford a_ sufficient inducement, 
while the shorter movements, although 
sometimes quicker, are very difficult 
to predict successfully. Even in sec- 
ond grade bonds there is comparatively 
little direct speculation. They are 
called speculative, not because they 
are bought and sold to any consider- 
able extent for the express purpose of 
speculative profit, but because there is 
an element of speculation or doubt as 
to their value. 

But when it comes to buying bonds 
for income return, a considerable num- 
ber of private investors, and to a 
lesser degree institutions also, try to 
adapt their purchases to what they be- 
lieve the future course of prices will be. 

When bonds are low it is possible, 
to a limited extent, to anticipate future 
income by buying partly on credit. 
That is, if an investor’s income en- 
ables him to buy, let us say, $5,000 
worth of bonds annually, he may, at a 
time when he believes that bond prices 
are low, buy $10,000 worth and borrow 
$5,000 from his bank, using some of his 
present bond holdings for collateral 


security with the bank. Then as his 
income comes in, he gradually pays off 
his bank loan. He has simply antici- 
pated some of his future bond pur- 
chases. 

On the other hand, when prices are 
high, if he delays his customary pur- 
chases of bonds he will find himself 
with idle money on hand and the 
question at once arises as to what use 
he shall make of this money until he 
is ready to put it into bonds. The 
usual answer is to buy short term se- 
curities, which will be paid off at par 
value by the time he expects to be 
ready to buy his longer term bonds. 


What Maturity is Best? 

This brings us to the broad ques- 
tion of selecting the best maturities, 
or of long term versus short term 
bonds. 

Evidently the ideal arrangement for 
the investor would be to have all] his 
securities come due and be paid off at 
the precise moment when bond prices 
were at the bottom, so that he could 
reinvest to the best advantage. And 
when prices are at the top he should 
seize the opportunity to sell his long 
term bonds and keep his money all in 
shorter term securities until such 
time as bottom prices may again be 
reached. 

Any investor having this extraordi- 
nary degree of omniscience would 
have already acquired such a large 
fraction of the world’s wealth anyway 
that bond yields would have only a 
theoretical interest for him; but there 
is no reason why the average investor 
should not try to adapt his holdings 
so far as practicable to the general 
principle laid down in the preceding 
paragraph. 

Stated more accurately, that prin- 
ciple is that, other things being equal, 
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the longer the time to run of a bond the 
wider its price changes will be. 

For example, referring to our bond 
yield tables or graphs, we see that a 
5% bond having one year to run, if it 
fell from a 3% yield-to-maturity basis 
to a 10% basis, would drop from about 
102 to 95, or seven points; but a 5% 
bond having 50 years to run would de- 
cline, with the same change in the 
basis of yield, from 152 to 51, or 101 
points. This extreme example illus- 
trates the importance of the difference. 

Taking an example more within the 
bounds of probability, the average 
yield on 20 bonds selected for barom- 
etric purposes rose from 4.63% in 
March, 1917, to 5.76% in November, 
1918. This would mean, for a 5% 
bond due in two years from March, 
1917, a fall in price from 1009 to 
about 99.8, or 1.1 points; but for the 
same bond due in 50 years, a drop 
from 107.4 to 87.3, or 19.9 points. The 
investor in the two-year bond would 
get a temporary yield of 4%% and 
would then have his money in hand 
with which to buy the 50-year bond 


after its 20-point fall in price. 


Accumulation and Dissipation of 
Capital 

The broad changes in the level of 
bond prices are caused by the accumu- 
lation and dissipation of the supply of 
investment capital in comparison with 
the demand for it. After a serious 
panic and depression of trade, people 
become ‘cautious, more anxious to 
save and less ready to spend; so in- 
vestment capital gradually accumu- 
lates and the rate of interest on invest- 
ments tends to fall. But in time peo- 
ple begin to forget the lesson of the 
last depression. Little by little they 
save less and spend more. 

There is always a demand for more 
luxuries, more improvements, more 
public benefits, than we can pay for, 
because there is no limit to people’s 
wants. As fast as one want is satis- 
fied another is thought of. So even- 
tually we begin to spend more than 
we accumulate—either for personal 
gratifications, or for public improve- 


ments, or in starting new business en- 
terprises and broadening out old ones. 
Capital becomes relatively scarce, corpo- 
ration borrowers have to pay more for 
the use of it, and interest rates tend to 
rise. Eventually the lack of capital 
begins to handicap business and trade 
depression results, so that the cycle 
starts over again. 

Besides this general swing, due to 
the changes in the supply of capital 
compared with demand, many other 
elements enter into bond prices. A 
rise in commodity prices, or the cost 
of living, tends to create scarcity of 
capital and higher interest rates, be- 
cause people then find it more difficult 
to save. And the wastes of war, as 
we have recently seen very plainly, 
dissipate capital and therefore result 
in low bond prices. 

In the panic of 1873, the average 
yield on American corporation bonds 
rose to over 8%, a figure which has 
never since been approached. We 
were then in the early stages of mod- 
ern methods of machine production, 
and business enterprises could afford 
to pay a high rate for funds, and to 
this factor was added a panic of un- 
usual severity. 

By 1889 this average yield had fallen 
to about 4%, but the panic of 1893 
carried it back to 54%. During the 
trade depression which followed— 
partly due to political uncertainties— 
there was a great accumulation of cap- 
ital and by 1899 the average bond 
yield was down to 334%, the lowest 
average ever reached in the Western 
Hemisphere. The panic of 1907 car- 
ried the figure up to 434%, and after 
a reaction until 1909 the European 
War caused an advance to over 5% 
in 1915, and our own participation in 
the war resulted in a further rise to 
534% in October, 1918. Peace brought 
the quickest and sharpest fall in bond 
yields ever recorded in this country, 
so that by December, 1918, the average 
was around 54%. 

No one is able to predict the future 
drift of bond prices with any great ac- 
curacy. But when high grade bonds 
are yielding close to 6%, as they 
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were a few months ago, one does not 
need to be a soothsayer to predict that 
the next big movement of bond prices 
must be upward; and on the other 
hand when many issues are yielding 
only 3%%, as in 1899, it is a fair sup- 
position that sooner or later they can 
he bought cheaper. 

Moreover, in selecting long or short 
term maturities according to his judg- 
ment of the bond situation the investor 
is not, like the stock speculator, taking 
a risk. He will not buy a bond of any 
maturity unless he believes it to be 
safe, and he knows in advance just 
what yearly income he will get from it. 
So his choice of a long or short ma- 
turity is merely a question of using 
his best intelligence in avoiding any 
temporary decline in the price of his 
security between purchase and ma- 
turity, or getting the benefit of any 
advance. 

In a word, either the long term or 
the short term bond will be good, if 
judiciously selected, but one may be 
better than the other. If the buyer’s 
judgment as to which is the better 
turns out to have been wrong, he still 
has a good bond. 

Since there are many preferred 
stocks which are really entitled to just 
as high an investment rating as bonds, 
it may be well to call attention here to 
the fact that so far as price changes 
are concerned the preferred stock 


which is assured of its dividends is 
equivalent to a bond of unlimited ma- 
turity. Its change of price in any 
broad shift in the general level of in- 
terest rates will be somewhat wider 
than even the longest term bond. 

We noted that a 5% 50-year bond, 
in changing from a 3% basis to a 10% 
basis, would fall from 152 to 51; but a 
5% preferred stock would fall from 
166% to 50. So at a time of high in- 
terest rates—like the present—the best 
preferred stocks have a prospect for 
an even greater advance than long 
term bonds. 

It might be thought that, at a time 
when investors generally believe that 
bond prices are low, so many of them 
would choose long term bonds that 20 
to 50 year bonds would sell higher 
relatively than 5 year bonds; but it 
would be hard to prove that theory 
from a study of prices. The yield on 
one, two or three year notes is often 
affected by investors’ views as to the 
future of prices, but when it comes to 
maturities of 5 years and upward in- 
vestors judge by the bond yields al- 
most entirely, so that a 50-year bond 
can usually be bought on about the 
same basis as an equally good 5-year 
bond. Therefore the exceptional in- 
vestor who is looking into the future 
has every opportunity to exercise 
whatever wits he may have. 


(To be continued in Jan. 18th issue.) 








HOW MONEY GROWS—SAVED AND PUT AT INTEREST, IT 
SHOWS A BIG INCREMENT 


TEN dollars a month saved and put out at 

4 per cent compound interest will show 
an accumulation of $1,475 in ten years; $7.50 a 
month will show $1,106; $6 a month will show 
$885; $5 a month will show $737; $4.50 a 
month will show $663; $4 a month will show 
$589; $3 a month will show $442, and $2.50 a 
month will show $368. 

Any sum saved and invested at 4 per cent. 
compound interest will more than double itself 
in twenty years. Save $10. At the end of the 
first year you will have $10.40; in five years 
you will have $12.70. At the end of the tenth 
year your interest will have grown to $6.20, 


and at the end of the twentieth year your in- 
terest will be $10.70, or more than double your 
original sum. Carried along on the same basis, 
$100 will become $207 and $1,000 will grow 
to $2,070. 

Save 10 cents a day and in ten years your 
daily savings will be $365, in addition to $80.30 
compound interest, making a total of $445.36. 

If you save 15 cents a day for ten years with 
interest compounded at 4 per cent. you will 
have $668.18; 20 cents a day will net $890.99; 
50 cents a day will mean $2,227.73, and $1 a 
day will give you a total of $4,445.74.—Thrift 
Magazine. 
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LIBERTY 3%s 
(Monthly High and Low) 
June-December, 1917 .... 100.30 
ae. April, 1918 


September 
October 
November 
December to 12/7 
FIRST 4s 
(Monthly High and Low) 
December, 1917 97.46 


November 
December to 12/7 
SECOND 4s 
(Monthly High and Low) 
October-December, 1917.. 100.02 
Geary. April, 1918 
May 


September 
October 
November 
December to 12/7 
FIRST 4%s 
(Weekly — and Low) 

7 /20-27..94.70 93.9 11/2. ...97.58 
8 /3-31... 3408 11/9... .98.70 
9/7-28.. .97. 94.46 11/16. . .98.90 

. 95.44 11/23...98.70 
10/12.... .97. 96.50 11/30., .98.52 
10/19... . .98. 97.64. 12/7....97.90 
10/26... ..97. 97.00 


SECOND 4%s 
(Weekly High and Low) 

7 /20-27..94.14 93.58 11/2.... 

..94.24 93.10 11/9.... 

..98.00 94.20 11/16... 

95.44 11/23... 

cova 98 96.24 11/30... 

-« SISO 9690 13/7... 

..97.36 96.94 
THIRD 4%s 
(Weekly High = Low) 
§/11-25..99.10 97.36 10/26...97.44 
6/1-29...97.44 95.32 11/2.. "97.44 
7 /6-27...96.46 95.32 11/9....98.34 
8/3-31...95.78 94.70 11/16.. .98.40 
9/7-28...97.10 94.96 11/23...97.90 
96.90 95.54 11/30...97.90 
10/12....97.24 96.14 12/7....96.86 
10/19....97.50 96.90 
FOURTH 4%s 








To 11/16.98.10 98.00 


11/23... 
Ta ee oe Te eee le ee 


-98.00 97.78 


11/30.. .98.00 
12/7... .96.90 
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Investment Inquiries 

















(All inquiries should be accompanied by a return-addressed, stamped envelope to 
receive attention.) 


WORTHINGTON PUMP PFD. 


Well Fortified—Troubles of the Old Com- 
pany Behind 


Worthington Pump pfd. “A” is highly 
regarded as an investment. This 7% cum- 
ulative preferred stock is not preceded by 
any funded debt, and is followed by about 
$10,000,000 preferred “B” 6%, and about 
$13,000,000 in common stock. Earnings for 
the class “A” show the remarkable figures 
of 32% for 1916, and 84% for 1917. : 

The reorganization of the old Interna- 
tional Steam Pump Company in 1916 
squeezed the water out of the capitaliza- 
tion, and the two preferred issues now have 
large equities behind them. The net work- 
ing capital is equal to about 75% of the 
entire capitalization, and it is estimated 
that there will be available about $7,500,000 
to meet dividends on both classes of pre- 
ferred stocks at the end of 1918, or 7% 
times requirements. While we believe that 
estimates of $50 a share as the 1918 earn- 
ing for the common is hopeful, our analysis 
justifies the expectation that $25 be shown 
by the common issue this year, compared 
with $28.50 last year. Selling around 90, 
the preferred “A” looks particularly at- 
tractive. The common stock around 56 has 
considerable possibilities in spite of its 
advance during the past year. 


J. I. CASE PREFERRED 
A Good Investment 


J. I. Case Threshing Machine Company 
preferred stock is 7% cumulative, $12,150,- 
000 outstanding; followed by common stock, 
outstanding $8,300,000 (par $100). The pre- 
ferred is listed on the N. Y. Stock Ex- 
change, and the common traded “over the 
counter.” 

Average earnings for the preferred be- 
tween 1912 and 1917 were approximately 
14.8%, while last year’s earnings were 
22.8%, a new high record. 

A preferred dividend has been paid since 
1912, and at the 7% rate since 1913. Funded 
debt totalled a trifle over $6,000,000 last 
year which compares with $10,500,000 in 
1914. Net working capital is well over 
21,000,000 which compares with gross sales 
over $17,000,000 last year. With a ratio 
of about 123% of working capital to gross 
sales, the company is in a very comfortable 
position. 

Another indication of financial strength 
is found in the cash balance of nearly $1,- 
500,000, which is about three times the 
average cash balance carried in the pre- 
war period. The company also carries 
large funds in Europe, totalling around 
$1,700,000. Inventories totaling $13,000,000 


are notout of proportion to pre-war items of 
this character between $10,000,000 and $11,- 
000,000, since gross sales have risen from 
an average of $13,500,000 to over $17,500,000. 

The company manufactures and sells 
threshing machines, steam engines, oil 
tractors, plows, steam rollers, automobiles, 
etc. It is one of the most important in this 
line, and its peace and re-construction busi- 
ness should make rapid strides. The prin- 
cipal plants of the company cover 40 acres, 
and has other manufacturing sites reserved 
totalling about 300 acres. We believe it 
will need this land in good time. 

The preferred stock must be highly rated 
as a business-man’s investment and is com- 
paratively cheap around 90, with a yield 
of 7.8%. The stock might slip back around 
85 under very adverse conditions, but we 
doubt it. 


“KATY” BONDHOLDERS’ TROUBLES 
Daylight in Sight 


We would suggest that you hold your 
Empire Trust Co.’s Protective Com. re- 
ceipts for the M. K. & T. of Texas Ist 5s, 
due 1942. The enormous decline in this 
road’s securities has exaggerated the diffi- 
culties of this Company, as well as their 
financial requirements, and the excellent 
progress during the last three years has 
been almost entirely ignored by the market. 
We would suggest that you hold these re- 
ceipts, and although it will be for a very 
long time, it is our opinion that it will be 
very much to your advantage. 

Mr. Traphagen of the Franklin Trust 
Company is closely connected with the re- 
organization committee of this Road, and 
it would be well for you to get in communi- 
cation with him, as we are sure that he 
will gladly enlighten you upon this matter. 


ADVICE TO A BANKER 
A Delicate Problem 


Looking entirely from a quotation view- 
point, your client is in a very uncomfortable 
position because his stocks have declined, 
with a consequent “shrinkage” in his in- 
vestment values. However, market quota- 
tions cannot destroy the investment worth 
of stocks like Atchison, Northern Pacific or 
Great Northern Pfd. Although the market 
may still react somewhat, we do not be- 
lieve we are in a bear market, so far as the 
investment rails are concerned. The writer 
does not regard government ownership as 
a near possibility, and these roads can dis- 
pense with the Federal Guarantee, and 
“paddle their own canoe” on merit. 

Your client should hold his investment 
rails indefinitely as investments regardless 
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of market action, as we confidently believe 
that they will “come back” sooner or later. 


N. Y. Central was referred to on page 
272 of the Dec. 7th issue of the Magazine. 
We suggest that you look over the analysis, 
and meanwhile suggest that this is also 
well worth holding at these levels. 

U. S. Smelting is a difficult propo- 
sition to advise about, since your client has 
a loss of nearly 30 points if he should sell. 
Technically the shares are in a good posi- 
tion and have rallied from a low of about 
38 this year. Although they do not show 
much inclination to advance, they have de- 
clined from about 68 last year, and 81 in 
1916, and it can be assumed reasonably 
that in any upward movement, they are 
capable of advancing a further 10 or 15 
points. 

We believe it is even worth while taking 
a further chance of averaging on special 
weakness although this process is not usu- 
ally favored by us. This would reduce the 
cost-price to around 60, and a 15 point ad- 
vance would “let your client out”. It is 
extremely difficult to suggest other invest- 
ment issues that are not risky, that would 
make up losses of 20 to 30 points, which 
your unfortunate client has already sus- 
tained. However, he has some other good 
investment issues, and this might encour- 
age him to hope for the best. 


COSDEN BONDS 
A Business Man’s Investment 


Cosden & Company has a total funded 
indebtedness of about $12,000,000, and the 
bonds are followed by stocks issued well 
over $20,000,000. Obviously, if anything 
happens to the company, such as default in 
its bond interest, it would go into a re- 
ceivership and the holders of the large 
stock issues would receive little or nothing. 


The company is a very well managed 
one, and has assets which are valued in the 
neighborhood of about $40,000,000. The 
total current assets are somewhat over 
$10,000,000 compared with current liabili- 
ties of about $7,500.000. Bond interest 
amounts to about $700,000 annually, while 
operating income for last year was well 
over $9,000,000 after deducting operating 
expenses, normal taxes and interest. Even 
after depletion, war taxes, etc., the net in- 
come available for dividends on the com- 
mon and preferred stocks amounted to over 
$3,500,000. 

Upon the facts given, one is justified in 
concluding that the bonds are very well se- 
cured. Of course, the earnings depend 
upon oil operations, which are of a fluctu- 
ating character, but we believe that these 
honds are a business man’s risk. The mar- 
ket price would have a tendency to follow 
earnings. 


CRITICISM OF OIL LANDS 


Large Holdings Not Necessarily Valuable 
—Advice to a Young Investor 


The author of “The Searchlight” has the 
following comment to make upon the Elk 
Basin United Oil Company. 

The fact that the company drills in 
proven fields means nothing. There are 
many beggars in Wall Street, although sur- 
rounded by money on every hand. Large 
holdings also mean little, as only a very 
small per centage even in proven fields are 
oil bearing. 

The properties of the company are val- 
ued by the promoters at about $35,000 each, 
namely, seven properties of a capitaliza- 
tion of $250,000. This is a liberal valuation 
for lands which give no evidence of pro- 
duction. The fact that they have wealthy 
neighbors does not make them any more 
attractive. The officers of the company 
are probably honest, but good intentions 
butter no bread. 

We believe that your young friend has 
been the victim of optimism and persua- 
sion rather than good judgment and our 
view is that she had better bear her loss 
and forget about it. If the promoters 
should trouble her again for further pay- 
ments, please send us the correspondence 
and we will see whether their claim can be 
legally sustained. 


ROYAL DUTCH STOCK ISSUES 
Relative Position 


_Royal Dutch has declared a 50% stock 
dividend on the “American” sub-shares 
listed on the N. Y. Stock Exchange. The 
shares selling on the Curb market are the 
new shares “when issued.” When the stock 
on the Exchange sells ex-50% stock divi- 
dend, the shares on the Curb and on the 
Exchange, should be selling at about the 
same level. By that time, the Board of 
Governors of the N. Y. Stock Exchange 
will probably have admitted to listing the 
shares now being traded on the Curb. 

This company is the most formidable 
competitor of the Standard Oil group, and 
has an excellent future. We believe Royal 
Dutch a very good peace stock, and has 
prospects of enhancement in value. We 
would suggest, however, that you await a 
moderate reaction before you add to your 
holdings again. 


GUFFEY—GILLESPIE COMPANY 
Its Preferred Stock 


This Department has carefully studied 
the circular of the Guffey Gillespie Oil 
Company, regarding the 7% cumulative 
convertible preferred stock offered by 
bankers at par. We conclude that the 
offering is attractive, as the company took 
over an old established oil business with 
leases on large acreage in Kansas and 
Oklahoma, principally in the Billings Field 
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and Osage Nation. The company is pro- 
ducing about 1,000,000 barrels mostly of 
Mid-Continent crude, which commands 
$2.85 per barrel. The preferred stock is 
convertible into common on the basis of 
4 shares to 1, and while earnings are ample 
to cover dividend charges, the convertible 
privilege seems to offer important profit 
making possibilities. 


CONSERVATIVE AND SPECULATIVE 
INVESTMENTS 


Bonds and American Brass 

For the investment of your funds to the 
best possible advantage considering Ist, 
principal, 2nd, income and 3rd, enhance- 
ment in value, we would suggest Southern 
Pacific, conv. 4% and 5% bonds (which are 
amply secured, and with the advancement 
of the stock, will also advance), American 
Telephone conv. 6s. For income, with 
prospects of an advance, also having specu- 
lative possibility, we would suggest Inter- 
national Agricultural 5% bonds, Seaboard 
Air Line adj. 5% income bonds and. Pierce 
Oil convertible 6s. Under preferred stocks, 
we would suggest Willys Overland, pfd., 
J. I. Case, pfd., Cuba Cane Sugar, pfd., 
Beth. Steel, 8% pfd., and Mexican Petro- 
leum, pfd. We strongly favor the preferred 
issues since they are practically safe, and 
have more possibilities of enhancement. 
Convertible bonds are more conservative 
but also attractive if the stock issues fol- 
lowing them are very good. 

American Brass of Waterbury, Conn., is 
an excellent stock and has a good rating. 
However, it was war prosperous, since 
earnings in 1913 were 12.8%, in 1914, 9.7%, 
in 1915, 40.9%, in 1916, 73.3% and 1917, 
47.3%. All stocks of this type were selling 
higher in 1917 than they are now, and since 
we are in a period of readjustment to peace 
conditions, reactions are still in order. 
However, we would suggest that you hold 
American Brass at its present level to sell 
on a substantial rise, as they are almost 
readjusted to new conditions. 


AM. DISTRICT TELEGRAPH 
Consistent Earning Power 

American District Telegraph of New 
Jersey, has been showing rather consistent 
earnings over a period of years. In 1914, 
the surplus was $296,819, in 1915, $236,749, 
in 1916, $237,071, and in 1917, $277,171. The 
earnings are again increasing and as there 
is a possibility of favorable government 
regulation or possible ownership. we would 
suggest that the stock be held, for the time 

being, pending further developments. 


BARRETT COMPANY’S PEACE BUSI- 
NESS 


A Consistent Earner 


Barrett Company should fare well during 
peace times, as well as it has done during 


the pre-war period. Earnings on the com- 
mon stock were as follows: In 1913, 15.6%, 
in 1914, 10.3%, in 1915, 21.1%, in 1916, 
32.8%, and in 1917, 20.5%. The company 
has been paying its dividend regularly, and 
in 1916, declared a 10% extra. 

Barrett seems to be meeting all its re- 
quirements, and with an undoubtedly large 
demand for its products, which will come 
from foreign countries through a period 
of reconstruction, there are no signs of a 
decrease in earning power. Barrett is in 
our opinion an excellent peace investment. 


REPUBLIC — FINANC- 


Its New Bonds Explained 


Republic Motor Truck Co., Inc., First 
Mortgage and Collateral Trust 7% Serial 
Gold Notes are due serially November 1, 
1920 to 1923, inclusive, and are offered at 
from 99% and interest, yielding about 74% 
to 98 and interest, yielding about 744%. The 
issue is to reduce floating indebtedness and 
to provide additional working capital for 
expansion of the business. The notes are 
to be secured by a first mortgage on all the 
fixed assets of the Republic Co., and by 
pledge of the common stock of the Tor- 
bensen Axle Company, the largest manu- 
facturer of axles for motor trucks in the 
country. Combined net sales of Republic 
and Torbensen companies for the year 
ended June 30, 1918, amounted to over 
$25,300,000; net profits before providing for 
Federal Taxes to $2,253,303 and net quick 
assets upon completion of the present 
financing to $5,900,401. Only about 30% of 
the company’s production has been devoted 
to war work, and thus it is expected tran- 
sition from a war to a peace basis will be 
readily accomplished. The Republic Motor 
Truck Company is the largest manufacturer 
of motor trucks in the United States, with 
an output for the year ended June 30, 1918, 
of approximately 17,000 trucks. The present 
manufacturing capacity is 25,000 to 30,000 
trucks per annum. 

The bonds, although on a high yield 
basis, are selling low through money ¢on- 
ditions, and otherwise well secured and at- 
tractive. 


LIMA LOCOMOTIVE 6s 
Inactive But Strong 


Lima Locomotive Corporation Ist mtge. 
6% bonds due 1932, are currently selling 
around 98 and the yield to maturity is about 
6.25. We consider this bond high grade as 
the issuing company is the third important 
locomotive concern in America, its earn- 
ings are consistently good and management . 
above criticism. The bonds are held by 
investors and not active, but you can pur- 
chase them through those firms which 
caseeiee in the Lima issues of stocks and 

onds. 
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Wilson—Cudahy—Swift 


How Three Big Packers Met the Requirements for 
Additional Working Capital—Remarkable In- 
crease in Sales—High Earnings—Swift’s 
Extraordinary Growth 





By J. H. WESTCOTT, JR. 





F one should examine his meat 

bills for the past three years, 
——=—— wards. This would lead him to 
believe that the packers were getting 
more than their share of war profits. 
Should he run the chance of spoiling a 
good breakfast by inquiring of his 
frugal housewife the latest quotation 
on bacon, he would quickly find out 
why he is limited to two or three slices 
and why the war-prosperous only can 
afford the normal pre-war ration of 
bacon. 

But unfortunately for the stock- 
holders of the Big Five, the larger 
share of the high price of meats goes 
to the cattle raiser. Prices of meat 
animals have increased very much dur- 
ing the past three years. The expense 
of raising them has about doubled and 
had the former low prices continued, 
there would be a great scarcity at this 
time. For instance, Swift & Company 
paid $455,000,000 for live stock in 1917, 
an increase of over $141,000,000 over 
the amount paid in 1916. 


Wilson & Company’s Progress 


Originally established in 1853, this 
member of the Big Five was then 
known as Schwarzschild & Sulzberger 
Company. Ferdinand Sulzberger was 
its president for many years preceding 
his death in 1915. Beginning with a 
plant in New York City, operations 
- were extended to Chicago, Kansas City, 
Oklahoma City and later to Los An- 
geles and Sioux City. 

It is said that when the packers con- 
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sidered forming a $600,000,000 com- 
bination about twenty-five years ago, 
negotiations were entered into for the 
purchase of the assets of this company. 
They were to be taken over at a valua- 
tion of $90,000,000. While this figure 
was very high, it must be remembered 
that the valuation of the assets of the 
other companies were raised many 
times their real value as the basis for 
the issue of the proposed new secur- 
ities. At that time, the company was 
considered of much importance in the 
industry and one of the leaders. 

In 1910, the company was reincor- 
porated. The valuation of its real 
estate and plant account was raised 
overnight from $9,654,216 to $22,088,- 
355 as the foundation for the increase 
of $20,000,000 in its capital stock. It 
has been said that*the packers utilize 
every part of the hog except the twist 
in its tail and its squeal, but it looks 
as though this company capitalized 
both the twist and squeal at a very sub- 
stantial amount. 

The requirements of the company 
for additional capital became very 
urgent in the early part of 1916. De- 
bentures amounting to over $8,000,000 
would become due on June 1 and out- 
standing bills payable were around 
$15,000,000 and had become very 
burdensome. 

A syndicate of New York bankers 
assumed the payment of these deben- 
tures and undertook to raise new cap- 
ital for the company. But the former 
stockholders had to pay for it by turn- 
ing over $12,000,000 par value of their 





A Me at 


WILSON—CUDAHY—SWIFT 


355 





common stock to the syndicate at a lowed and if any delay is necessary, the 


very low price. 

Money for the payment of the de- 
hentures was raised by placing a 
mortgage of $25,000,000 on the prop- 
erty on April 1, 1916, to secure a like 
amount of 6 per cent bonds. Only $15,- 
000,000 were sold at par at that time. 
After the payment of the debentures, 
about $7,000,000 was left to pay off a 
part of the bills payable and for addi- 
tional working capital. Bonds to the 
amount of $15,250,000 are now out- 
standing. 

New branches were then opened, old 
ones enlarged and the facilities im- 
proved. More attention was given to 
the utilization of by-products. In 1916, 
the company began the manufacture of 
glue, lard, oils and commercial fertiliz- 
er. A new curled hair factory was 
erected to supply the automobile man- 
ufacturers principally. 

A cotton seed oil and compound lard 
factory was established at Chatta- 
nooga, Tenn., to supply the New York 
and Chicago plants with refined cotton 
seed oil. Considerable saving has re- 
sulted from the building of this plant. 

Expansion also continued in 1917, 
when two salmon packing plants were 
purchased. Their output is about 250,- 
000 cases annually. Nine canneries 
were also purchased for about $500,- 
000. In 1918, the company took over 
the plants and business of J. L. Smiley 
& Co. and the control of the Lisianski 
Packing Company. 

Very excellent work has been done 
by the present management. When it 
took hold, the plants and equipment 
were in poor condition. The very de- 
cided improvement which has taken 
place is shown by the increase in the 
slaughtering capacity of one plant from 
300 head of cattle to 1,500 head in the 
same time. This was done without 
any increase in the ground area. 

Transportation facilities have been 
used advantageously and shipments 
are now being made promptly and to 
better advantage. The policy of im- 
mediate shipment of the product which 
shows a substantial profit is now fol- 


less profitable goods have to wait. 


The common stock of this company 
was placed in a voting trust in July, 
1915. Four New York bankers to- 
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gether with Mr. Wilson are the voting 
trustees. The trust terminates on July 
29, 1920, unless sooner terminated by 
the trustees in their discretion. 


Dividends Could Be Paid 
In order to protect the new capital 
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raised in 1916, the mortgage provided 
that the company could not pay div- 
idends on its common stock unless the 
aggregate quick assets exceeded all 
liabilities, including the outstanding 
bonds. Such quick assets now exceed 
all liabilities by several million dollars. 








TABLE I—PERCENT OF INCREASE, 
1917 GROSS SALES OVER 1912 


Weitem @ Gein. ecccsscss 125 % 
Cudahy Packing Co. 
Swift & C 








About the middle of this year, the 
company’s bills payable again became 
burdensome. It was necessary for the 
banks to increase their loans so that 
the company could handle the increased 
volume of business and very large in- 
ventories. It looked for a time as if 


there would be considerable difficulty. 

But to provide against contingencies, 
the par value of the common stock was 
changed from $100 a share to shares of 


no par value. At the same time, the 
authorized common stock was in- 
creased from 200,000 shares to 500,000 
shares. As the old shares are exchange- 
able share for share with the new stock, 
this left 300,000 shares of common 
. stock unissued. As they have no par 
value, sale could be made for less than 
par if the worst happened and the 
banks refused to carry the company. 

Negotiations were begun some 
months ago to raise $20,000,000 on 
short term notes. But this fell through 
because of the Fourth Liberty Loan 
drive. Recently, negotiations were re- 
sumed and the company will sell $20,- 
000,000 of ten-year convertible sink- 
ing fund six per cent bonds, together 
with $5,000,000 of its first mortgage 
ones. And so its troubles are about 
ended. 

Surplus earnings have been con- 
served as no dividends have been paid 
on the common stock. During 1915- 
1917, over $11,000,000 was put back 
into the business. It is estimated that 
an additional $6,000,000 will be put 
back in the fiscal year ended December 
31, 1918, making $17,000,000 for the 


four years. Surely, a large part of the 
generous capitalization of 1910 has 
been squeezed out. 

Net working capital increased from 
approximately $7,000,000 on September 
30, 1911, to over $18,000,000 on Decem- 
ber 31, 1917, and the financial condi- 
tion of the company has been greatly 
improved. Cash at the end of 1917 
was more than twice that in December, 
1916. 

The long pull possibilities of the 
common stock are based upon the im- 
proved financial position, probable in- 
creased efficiency and able manage- 
ment. At its present price of around 
70, the stock has become partly ad- 
justed to the favorable factors, but it 
would seem that it ought to sell much 
nearer to 90 in the long run. 


Cudahy’s Conservative Financing 


Mr. Philip D. Armour was one of the 
founders of this company when it was 
organized in 1887 as the Armour Cud- 
ahy Packing Co. But Michael Cudahy 
purchased his interest in 1890 and the 
name was changed to its present one. 
Plants are owned at South Omaha, 
Sioux City, Wichita, Memphis, East 
Chicago, Salt Lake City and Los An- 
geles. 








TABLE II—PERCENT OF NET IN- 
COME TO GROSS SALES 


1912 1913 1914 1915 1916 1917 


Wilson & Co...1.32 1.11 1.01 2.02 3.09 2.89 
Cudahy 1.25 1.28 1.29 .62 2.26 2.39 
Swift & Co..... 2.75 2.31 2.22 2.81 3.56 3.96 








A reorganization took place under 
the Maine laws in 1915. Valuations 
were not boosted or good will or good 
luck capitalized. The assets of the old 
company were transferred to the new 
one in consideration of $2,000,000 six 
per cent preferred stock, $6,550,500 of 
seven per cent preferred stock and $3,- 
449,500 common, The six per cent pre- 
ferred took the place of a like amount 
of such stock of the former company 
while the seven per cent preferred 
stock and the common amounted to 
the par value of the former common, 


$10,000,000. 
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However, the company capitalized a 
part of its surplus in November, 1915, 
by means of a stock dividend of $2,- 
000,000. In November, 1916, some 
more surplus was capitalized by the 
payment of a fifty per cent stock div- 
idend. The company sold an additional 
$3,275,250 common at that time and 
there is now outstanding $11,449,500 
par value of its common stock. 

Through the sale of $9,000,000 of its 
five per cent bonds in 1916, the bonds 
of the former company, aggregating 
$3,423,000, were retired and a substan- 
tial sum left for the payment of some 
of its outstandings and for working 
capital. These bonds are secured by a 
mortgage for $12,000,000, dated De- 
cember 1, 1916. No more have been 
issued but $250,000 face value have 
been retired. 

Huge inventories and the increased 
volume of business caused notes and 
accounts payable to jump $24,000,000 
from October 27, 1917, to April 27, 
1918. In order to take up a part of its 
commercial paper, the company sold 
$10,000,000 of its seven per cent five- 
year notes in July, 1918, to a syndicate 
of bankers at around 95. These notes 
are secured by the guarantee and 
pledge of the company that quick 
assets must equal 200 per cent of the 
total amount of the notes outstanding 
at any time and that quick assets must 
always be one and one-half times all 
current liabilities. 

A sinking fund has been provided for 
the retirement of at least $1,500,000 
of these notes in each of the next four 
years. This will provide for the pay- 
ment of all but 40% of them before 
their maturity. 

But Cudahy Packing, like the other 
packers, has felt the need of additional 
working capital. The authorized com- 
mon stock was therefore increased re- 
cently by $15,000,000. A stock div- 
idend of 25% will use up $2,862,400 of 
this stock while the sale of a like 
amount will add nearly $3,000,000 cash 
to its working capital. The remaining 
$9,275,200 can be disposed of here- 
after should the requirements of the 
company make it necessary. 


Income 


The net income of Cudahy Packin 
showed a decided decrease in the 191 
fiscal year. Mr. Edward A. Cudahy, 
one of the older generation, had been 
the head of the company for some time 
prior to that year. He gave up the ac- 
tive management about 1914. When 
it was recognized that the company’s 
prosperity was on the wane, he was 
induced to resume his former duties. 


The result has been very gratifying. 
Net income increased from a little over 
$700,000 in 1915 to around $4,500,000 
for the year ended November 1, 1917. 
During 1916 and 1917, all of the net 
income was not paid out as dividends 
but $5,500,000 was put back into the 
business. In 1918, about $2,000,000 of 


surplus earnings were reinvested. 


While it is apparent that this com- 
pany has been war prosperous, yet net 
income averaged about 10 per cent on 
its common stock in normal times. But 
outstanding common was then only 


$10,000,000 compared with $11,449,000 
at this time.. There are also seven 
per cent dividends on the additional 
preferred stock of $6,550,500 to be 
taken care of. With the large invested 
surplus, it would seem that there 
should be no difficulty in earning at 
least ten per cent on the common dur- 
ing normal times. 


The common stock might be termed 
a “specvestment” which has become 
more or less adjusted in market price 
to the favorable factors. 


Swift’s Remarkable Earnings 


Organized with the modest capital of 
$300,000 in April, 1885, Swift & Com- 
pany took over the business of G. F. 
Swift & Co. The capital stock was 
increased until it amounted to $100,- 
000,000 in November, 1916.. In order to 
raise $25,000,000 cash and to pay. a 
stock dividend of a like amount, .the 
capital stock was increased to $150,- 
000,000 in May, 1918. 


Swift’s remarkable growth has made 
it the second largest industrial in the 
United States. The first position is 
held by the United States Steel Cor- 
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poration. Stockholders have been fav- 
ored by large stock dividends. 

However, in common with the other 
packers, it has felt the need of still 
more working capital. The $25,000,- 
000 received in May will probably not 
be sufficient for its future business. So 
its South American and Australian 
business was segregated in September 
last and taken over by the Swift Inter- 
national, 

The latter company has issued 1,500,- 
000 shares, par value $15 each. Stock- 
holders of Swift & Co. were given the 
privilege of exchanging fifteen per 
cent of their Swift stock for the $22,- 
500,000 par value of International 
stock. In this way, Swift & Co. ac- 
quired $22,500,000 par value of its own 
stock. 

In October last, a further segrega- 
tion was made. The shares of Libby, 
McNeill & Libby which were held by 
the company were offered to its stock- 
holders in exchange for one-tenth of 
their Swift shares. So another $12,- 
750,000 par value of its own shares 
were acquired. This company is there- 
fore in the enviable position of having 
$35,250,000 of its own stock in its 
treasury, which can be used for fur- 
ther financing. Its stockholders are 
happy and contented, as their equity 
remains the same. 

Libby, McNeill & Libby carried on 
the canning business of the company. 
Its gross sales in 1917 were about 
$200,000,000 and are expected to be 
somewhat larger this year. 

As Swift & Company owns packing 
plants in twelve of the large cities in 
the United States and has about 400 
distributing branches, there appears 
to be no reason why earnings should 
not reach a very respectable amount. 
Its net income has increased from 
$8,250,000 for the 1912 fiscal year to 
$34,650,000 for 1917. 

Dividends have been paid continu- 
ously for over thirty years. During 
the past six years, surplus earnings 
of nearly $60,000,000 has been plowed 
back into the business. Stock divi- 
dends have capitalized $50,000,000 of 
’ this amount but it must be remem- 
bered that a surplus of $26,000,000 had 


been accumulated before 1912. It 
would seem that the company’s stock 
has a substantial investment standing, 
although its long pull speculative pos- 
sibilities have been somewhat § dis- 
counted by the segregation of its for- 
eign and canning business, both of 
which have been very profitable. 
Future segregations and rights may 
give it an added value. 
Comparisons 

The remarkable growth in gross 
sales of these three packers is shown 
in the graph. Swift’s sales for 1912 
were much larger than those of either 
of the others in 1917. The percentage 
of increase of such sales in 1917 over 
those of 1912 is very much in favor of 
Swift and is shown in Table I. While 
the other packers have had a satisfac- 








TABLE III—PERCENT OF NET IN. 
COME TO TOTAL ASSETS 
Wilson Cudahy 
3.7% 
1.9% 
6.8% 
tory growth, yet that of Swift & Co. 
has been extraordinary. 

Swift has also shown a much higher 
earning power than the other two 
companies. The percent of net income 
to gross sales is shown in Table II. 
Little comment need be added, as the 
table gives the complete history. 

This remarkable earning power of 
Swift & Co. is also reflected in the 
percent of net income to total assets, as 
shown in Table ITI. 

Unfavorable Factors 

The political situation might be 
termed the most unfavorable factor 
for the packers. They are subject to 
the attacks of politicians and others 
and this might eventually have a detri- 
mental effect on the standing of their 
securities. Recently, the report of the 
Federal Trade Commission charged 
them with many of the crimes on the 
calendar. 

But it is to be noticed that it did not 
recommend criminal prosecution. This 
would seem to have been in order, if 
there was a prospect of their convic- 


Swift 
5.5% 
6.8% 

11.3% 
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tion. The Commission did recommend 
that our Government acquire the roll- 
ing’ stock, stock yards, refrigerating 
cars and the branch houses and cold 
storage plants in the principal cities. 

It is possible that some means of 
regulation may be adopted, but no 
reason is apparent why this should 
have any serious effect on the stock. 
There is some reason to believe that 
the United States will be more liberal 
in the future than it has been in the 
past towards big business. Its ex- 
perience with the railroads during the 
war has shown the many difficulties 
under which business is conducted. 

Railroads had suffered from a too 
stringent control. Another indication 
of more liberal treatment is shown by 
the passage of the law which permits 
combinations for the export trade. 
There seems to be some tendency to 
get away from the anti-trust legisla- 
tion-of the past twenty-five years. It 
was the big business which suffered 
most from it. 


Immediate Prospects Good 


A large part of the present business 
of the packers is done for our own 
Government and for the Allies. While 
the prosperity of the last three years 
was due to war conditions, yet a large 
share of it should continue for some 
time longer. This country will have 
to supply our allies with large quan- 
tities of meat for several years at 
least. Much of their breeding stock 
has been slaughtered and the amount 
of meat which they produced before 
the war cannot be reasonably expected 
for some years to come. 


We may also be called upon to fur- 
nish meat to the Central Powers. In 
spite of talk of trade retribution, the 
Big Five expect to supply a part of the 
necessities of those countries. Even 
if this were not the case, Germany and 
Austria will probably buy meat from 
the neutrals and they in turn will buy 
heavily from us. 


a 














Southern Pacific’s 


Solid Foundations 


(PART 2) 
Its Mexican Railways—‘*‘Dormant Assets’’—Stocks of Pro- 
prietary Companies—Oil Lands Holdings—Southern 
Pacific for Investment and for Profits 





By MEREDITH C. LAFFEY 





Under a concession granted the Sou- 
thern Pacific in 1905, construction was 
begun on a Mexican property which it 
was originally intended to extend to 
729 miles of road. Under this conces- 
sion, the company was to receive a sub- 
sidy of 12,500 pesos per kilometer con- 
structed, payable in 5% National Re- 
deemable Debt Bonds of the Republic 
of Mexico up to the amount of 5,000,- 

pesos, any further subventions 
being payable in cash. 

A second concession authorized the 
construction, without subvention, of 
781 miles of railway under the name of 


the Cananea, Yaqui River and Pacific 
R. R. Company. The two concessions 
aggregated 1,510 miles. 

Revolutionary disturbances prevent- 
ed the completion of the lines, and also 
thoroughly disrupted service on the 
1,242 miles which had been put in op- 
eration. In 1909 these properties were 
turned over to the Southern Pacific 
Railroad Company of Mexico, whose 
$75,000,000 capital stock is all owned 
by the Southern Pacific Company. 
More than $40,000,000 has been ad- 
vanced by the Southern Pacific Com- 
pany in addition to the subventions, 
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on account of which the company 
holds $4,903,100 of Mexican Govern- 
ment Bonds. 

The road has been seriously cut up 
by depredations of bandits, traffic has 
been almost at a standstill, and charges 
for service performed for, and proper- 
ty taken by, the Mexican Government 
have remained unpaid. The Southern 
Pacific has claims against the Mexican 
Government for millions of pesos, part 
of which have been approved but not 
paid. The growing conviction that 
Mexican affairs will receive serious 
attention, once the war is out of the 
way, has turned attention to American 
owned properties in that country, 
among them this extensive railroad of 
the Southern Pacific, running by two 


ished goods into it, which has most al- 
luring possibilities. 

So we find in the Southern Pacific 
of Mexico a dormant asset equal to 
about $15 per share on Southern 
Pacific Company’s stock, and likely, 
some day, to bring in a return fully 
proportionate to the investment. 

The extent. to which Southern Pa- 
cific is a holding company is not gen- 
erally appreciated. The general bal- 
ance sheet for 1917 shows total assets 
and liabilities of $797,452,344, of which 
only $120,852,818 is embraced in road 
and equipment directly owned. The 
great bulk of the assets consists of in- 
vestments in stocks, bonds, notes of, 
and advances to, affiliated companies, 
which aggregate $544,052,719. In the 


Ce _______) 
TABLE VIII—STOCKS OF PROPRIETARY COMPANIES 


Central Pacific Ry. preferred 

Central Pacific Ry. common 

Galveston, Harrisonburg & San Antonio 
Houston & Texas Central 


Book Value 


Morgan’s Louisiana & Texas R. R. & S. S. Co. ... 


Oregon & California R. R. Co. pfd. 
= on & California R. R. Co. com 
ou 


Totals of above items 


eeeeee 
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79,727,648 


$316,683,700 $227,599,274 


NS nt 


lines from Douglas, Arizona, and No- 
gales to Guaymas, and then by a single 
line down the Gulf of California to 
Mazatlan and Guadalajara where con- 
nection is made with the National Rail- 
ways of Mexico. 


Claims Against Mexico 


The payment of the company’s 
claims, enabling the repair of damage 
done, and the resumption of regular 
operation should add a considerable 
amount to the Southern Pacific’s in- 
come. It is not only that profit may be 
derived from the direct operation of 
the Mexican lines, but that increased 
business would come to the American 
lines, which now have very little inter- 
change of traffic with Mexico. Given 
stable political conditions, the tremen- 
dous natural wealth assures a traffic of 
ores, metal, oil, and other raw ma- 
terials out of the country, and of fin- 


combined balance sheet of the South- 
ern Pacific and proprietary companies, 
wherein the full assets of the latter and 
not merely the proportion of their se- 
curities owned by the parent corpora- 
tion are stated, the astounding total of 
$1,685,075,159 is found, establishing 
Southern Pacific as -one of the very 
largest American properties in any 
field of endeavor. 

It would be an almost endless task 
to consider all of the outside interests 
in detail, and many of them are practi- 
cally integral parts of the road, but a 
brief study of some of the principal se- 
curity holdings may be profitable, and 
will show that the book values, gen- 
erally representing cost, are in certain 
cases below a reasonable valuation, 
and in others above it, as the fortunes 
of the issuing companies have varied, 
but that the general tendency of valua- 
tion is most conservative. 





SOUTHERN PACIFIC’S SOLID FOUNDATIONS 








361 





The principal proprietary company 
stocks included in the general balance 
sheet are given in Table VIII. 


Without going into oil lands and 
other “hidden equities,” we can find 
some big values for Southern Pacific 
right here. The balance sheet of the 
company (which should not be con- 
fused with the figures taken from the 
combined statement of the parent com- 
pany and subsidiaries and which we 
have seen gives the stock a book value 
of about $192 per share) shows the 
book value to be about $152 per share, 
the difference being due to the neces- 
sarily different ways in which the two 
statements are made up. 


But here we find that the latter value 
includes only about two-thirds of the 
par of the above issues, whereas they 
showed independent earnings in 1917 
of roughly 6% to 22% on their stocks, 
with the exception of Oregon & Cali- 
fornia R.R., whose stocks are carried 
at a very low figure. The conserva- 
tism of these valuations is evident. 


The Galveston, Harrisonburg & San 
Antonio, and the Houston & Texas 
Central, which earned about 13% and 
22%, respectively, on their stocks in 
1917, are carried at values far below 
par, and Southern Pacific Railroad, 
with earnings of around 10%, is car- 
ried at only $50 per share. There is an 
account of $94,947,591 par value of 
proprietary company bonds, largely 
obligations of the properties whose 
stocks are listed above and generally 
carried at about par. A further item is 
“Advances to Proprietary Companies” 
of $125,795,661, chiefly to the Mexican 
Company and to the Galveston, Harri- 
sonburg and San Antonio. 

When we get into the field of affili- 
ated companies as distinct from the 
practically merged proprietary com- 
panies, we are entering a _ subject 
which embraces some of the least sat- 
isfactory items connected with the 
System. The largest item in point of 
par value, with the exception of the 
$75,000,000 Southern Pacific R.R. Co. 
of Mexico, which is carried at only 
about $1,000,000, is the $34,000,000 


Pacific Electric Railway stock, carried 
at $4,068,306, although showing no 
earning power. The company is a 
large traction property centering in 
Los Angeles and operated at a deficit 
after fixed charges. The same applies 
to the $12,000,000 stock of the Penin- 
sular Railway, carried at only $400,000. 
The $17,500,000 Northwestern Pacific 
R.R. stock, carried at $3,990,000, is 
nearly, if not quite, as bad. There are 
also $23,642,000 in Pacific Electric 
Railway Refunding 5s, carried. at $20,- 
830,741, but intrinsically worth not 
over half this sum. Another unfavor- 
able item is the $8,800,068 of San An- 
tonio and Aransas Pass Railway in- 
come bonds and notes, carried well be- 
low par, but apparently almost hope- 
less in view of that road’s poor record. 

In all, there are about $15,000,000 or 
$20,000,000 which might be written off 
the books on account of these items, 
but the excess value of the stocks con- 
sidered in a preceding paragraph 
would suffice to offset the loss. 


Oil Lands 


The principal oil investment held in 
stock form is $20,069,000 stock of the 
Associated Oil Company, which is car- 
ried at $5,641,195, or roughly $28 per 
share. It pays 5% and has earned 
from 3.08% (1912) up to 9.73% (1917). 
There is a total capitalization of $40,- 
000,000, with about 66 quoted on the 
N. Y. Stock Exchange for minority 
stock. In this, we find an excess mar- 
ket value over book value on Southern 
Pacific’s holdings of about $7,625,000. 
The Associated Oil owns or leases 
about 44,000 acres and controls numer- 
ous subsidiaries. 


It is in the land holdings of the com- 
pany, however, that the greatest possi- 
bilities are centered. Under a book 
value of $500,000 we find the $5,000,000 
capital stock of the Southern Pacific 
Land Company, which had still unsold 
at the end of the year 3,883,915 acres. 
Sales of land brought in nearly $2,000,- 
000 net in 1917 alone, and at the aver- 
age price of $14.81 received for the 
411,313 acres sold, the remaining land 
has a value of about $57,520,000. 
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There were also 7,076,215 acres still 
unsold and pledged under the Central 
Pacific Railway 344s, but not appear- 
ing at all in the company’s assets. In 
1917, 79,388 acres were sold from these 
holdings at an average price of $5.27, 
which would mean a value for the re- 
mainder of $37,270,000, or a total of 
$94,790,000 for both holdings. This 
valuation disregards the vitally im- 
portant fact that a part of the land 
contains oil, some 170,000 acres in the 
southern end of the San Joaquin Val- 
ley between Bakersfield and Coalinga 
alone being estimated to have a value 
of from three to five times this sum, 
which, at the minimum _ valuation, 
would mean $100 a share on Southern 
Pacific stock. 

The Central Pacific lands were 
granted by an Act of Congress, ap- 
proved July 1, 1862, which allowed cer- 
tain subsidies to aid in the construc- 
tion of a railroad and telegraph line 
from the Missouri River to the Pacific 
Ocean. The subsidy was partly in 
United States bonds, and partly in land 
as follows: Every alternate section 
designated by odd numbers, to the 
amount of ten alternate sections per 
mile on each side of the railroad lines, 
and within twenty miles on each side 
of said railroad not disposed of, or uti- 
lized by the United States. Together 
with the Oregon and California Rail- 
road grants, this is estimated to have 
covered 12,000,000 acres. Under Acts 
of Congress approved in 1866 and 1871, 
the Southern Pacific Railroad acquired 
the right of way 200 feet wide through 
the public lands, and twenty alternate 
sections for each mile of road com- 
pleted and equipped. The grants cov- 
ered 932 miles. 


Supreme Court Decision 


The right of the company to a clear 
title to the oil lands has been a sub- 
ject of litigation for some time. In 
1914, the Supreme Court of the United 
States decided in favor of the company 
a suit brought to recover some 3,200 
acres of the oil lands of the defendant 
in California on the ground that by 
reason of the provision in the Act of 
Congress excepting mineral lands from 


the land grant they were forfeit. In 
deciding against the claimant, the Su- 
preme Court ruled that the subsequent 
discovery of oil did not cause the lands 
to revert to the Government, that the 
mineral reservation in the patent was 
unauthorized and inoperative, that the 
patents could be voided only by prov- 
ing that they had been fraudulently 
obtained, and that suit to set aside 
such patents must be brought within 
six years from the date of issuance of 
such patents. 
Suits Now Pending 

There are six suits pending, based 
on alleged fraud, and involving 171,679 
acres, in parcels ranging from 61,000 
acres down to 1,925 acres. The cases 
were argued before the United States 
District Court in California in the 
spring of 1918, and a decision is ex- 
pected before the end of the year. The 
Attorney General sought to avoid the 
six-year limitation by alleging that the 
Government was prevented from tak- 
ing action by fraudulent concealment 
of its acts by the railroad company. 
A strong point in the company’s favor 
is that it sold part of this property at 
$2.50 per acre as late as 1900, which it 
certainly would not have done had the 
existence of oil been known. It was 
further shown that no geological sur- 
veys had established any indication of 
oil on the property. The company is 
absolutely confident of its position, and 
believes that the Government’s case is 
bound to fall flat. 

The company is such a thoroughly 
sound, growing concern, entirely aside 
from its oil interests, that an adverse 
decision would probably result in only 
a temporary setback. For the long 
pull, Southern Pacific looks good in 
any event. Granted a continuation of 
its present able management, its af- 
fairs should maintain a steadily up- 
ward trend. 

Oil Possibilities 

As to what the possibilities are in 
connection with the oil lands, no one 
can say definitely. If they were sold 
for, say, $300,000,000, the proceeds 
would more than retire the company’s 
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debt, saving interest charges of about 
$12,000,000, equivalent to 4.4% on the 
stock. If the company should choose 
to develop the property itself, it would 
take some years to get wells drilled, 
and pipe lines, storage tanks and refin- 
eries constructed. The rise of the Cities 
Service Company shows, however, that 
a tremendous earner can be developed 
in a few years, given aggressive man- 
agement and well located properties. 
We may turn to the Standard Oil 
Company of California statements for 
an inkling of what oil lands in this sec- 
tion will produce. A large part of this 
company’s property is right in the 
Southern Pacific district, and out of a 
total production from all California 
fields of 8,712,860 barrels in August, 
1918, no less than 5,559,478 barrels 
came from San Joaquin Valley fields. 
Its recent profits before war taxes 
have been as follows: 
$12,771,396 
12,974,655 
21,263,520 
30,377,073 


This return involves considerable 
plant investment, but the return on the 
cost of the plant alone is very high 
with any successful oil property, and 
Southern Pacific, with its net working 
capital (December 31, 1917) of $40,- 
802,447, its millions of Liberty Bonds, 
its $3,860,000 United Kingdom 54% 
Bonds, and other securities, can readily 
finance some extensive work without 
even utilizing its high credit. 

This oil land question should not be 
confused with the company’s holdings 
of Associate Oil Company stock, or 
other separately incorporated proper- 
ties, among which is the East Coast 
Oil Company, owning Mexican conces- 
sions which produced only about a 
quarter of a million dollars net last 
year, but which present excellent pos- 
sibilities when Mexican conditions are 
sufficiently stabilized to allow full de- 
velopment. 

An adverse decision would, however, 
affect the Fuel Oil Department of the 


company, which is now a good sized 
producer and operates principally on 
lands involved in the suits. The Fuel 
Oil Department furnishes oil for loco- 
motive fuel, and is credited with rev- 
enues based upon the market price for 
oil, which was figured at $1.08 per bar- 
rel last year, according to data in the 
annual report. This brought in $18,- 
706,000 gross, and net of $5,571,558. 
The production was apparently about 
12,000,000 barrels in 1917, or roughly 
two-thirds of the company’s consump- 
tion. The ability to supply part of its 


own fuel saved about 2% on the stock, 
and if production is brought up to a 
point where it will meet all require- 
ments, a further saving will be made 
without the sale of any oil to the 
public. 


Prospects 

As an investment, both for income 
and for profit, Southern Pacific has, I 
believe, attractions of the most al- 
luring character. It is impossible to 
make even a guess as to what the 
stock’s value may be if it lives up to its 
plainly indicated prospects, and 
though it were possible, the figure 
would be so high as to require no 
little temerity to set it down. 

In conclusion, just a word as to the 
safest, most conservative way to par- 
ticipate in any big advance in the 
stock, I refer to the purchase of the 
Convertible 4s due June 1, 1929, now 
at about 84, where they yield 6.10% 
to maturity. In addition to being 
an attractive straight investment, of 
comparatively early maturity, they are 
convertible into stock at $130 per share 
up to June 1, 1919. On bonds bought 
at 84, the stock has only to reach 109 
to make the privilege valuable. 

It is true that the call on the stock 
has only a few months to run, but they 
are apt to be very eventful months, 
and should the stock fail to advance by 
the expiration of the period nothing 
will have been lost except a possible, 
but not probable, slight decline in the 
bonds. 





The Fertilizer Companies 


Big Business Looked for After the War, as Demand for 
Farm Products Will Continue Unabated— Strong 
Financial Condition—Export Business 





By FREDERICK LEWIS 





HAT the fertilizer industry has 

a period of big business ahead 

of it is practically a foregone 

conclusion. The enormous de- 
mand for products of the farm that has 
existed since the start of the war has 
given the fertilizer companies hand- 
some profits in the past four years. 
The end of the war, as is well known, 
will not abate the demand for food for 
a long time, for the world’s cupboards 
are practically cleaned out and it will 
take many bountiful harvests to re- 
plenish them. 

The use of fertilizers produce 
greater crops and crops of better 
quality, thus increasing the yield per 
acre and conserving labor. The Amer- 
ican farmer is every year becoming 
more educated in the use of fertilizer 
and thus is building up, year by year, 
a greater demand. 

It is not likely, therefore, that the 
end of the war will bring any material 
falling off in the business of the fer- 
tilizer companies and there are several 
reasons why the industry should be 
benefited when trade with the Central 
powers can be resumed. In the first 
place Germany needs phosphate rock, 
which American companies can sup- 
ply. During the war it was impossible 
to do any export business in this linc 
because of the scarcity of ships. Cargo 
space is expected to increase rapidly 
in the next six months and an active 
export trade in phosphate rock is 
looked for. Another favorable factor 
is that the world’s largest supplies of 
potash will soon be available. Some 
of the largest potash deposits are lo- 
cated in Alsace, which will undoubt- 
edly be given to France. 


Virginia-Carolina Chemical 
This company owns extensive phos- 
phate lands and operates plants for 


mining and preparing phosphate rock. 
It also owns and operates large pyrites 
mines, producing a large proportion of 
the pyrites used in producing sulphuric 
acid. In 1901 it secured the entire 
$10,000,000 stock of the Southern Cot- 
ton Oil Co. The latter company is a 
refiner and manufacturer of cotton- 
seed oil, cotton linters, compound lard, 
soap, etc., owning extensive mills and 
refineries throughout the south. This 








CAPITALIZATION 
as 


Million of Dollars, 
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company has been showing excellent 
earnings and has materially swelled 
the profits of Virginia~-Carolina Chemi- 
cal. In the year ended May 31, 1918, 
it is estimated that Southern Cotton 
Oil’s net income was between $3,500,- 
000 and $4,000,000. 

Virginia-Carolina has materially im- 
proved its financial structure since the 
war started. Its earnings have been 
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large and its dividend payments de- 
cidedly conservative, so that millions 
have been turned back into the prop- 
erty. As of May 31, 1918, working 
capital stood at $35,604,513, as com- 
pared with $20,649,380, as of May 31, 
1914. This improvement was made 
without any increase in capitalization. 

For the year ended May 31, 1918, 
the company earned 24.24% on the 
common stock, after very liberal 
charge offs for maintenance, repairs, 
etc. This compares with 10.92% 
earned in the preceding year. While 
gross business in the current fiscal 
year is comparing favorably with last 
year, the expense accounts have in- 
creased materially, so that net earn- 
ings for the year ended May 31, 1919, 
are not likely to show up quite as well 
as in the 1918 year, especially if in- 
creased taxes are taken into considera- 
tion. It is too early to give an ac- 
curate estimate as to what will be 
earned.on the common, but it is prob- 
able that earnings will materially ex- 
ceed the 10.92% earned in 1917. 

In the five years ended May 31, 1918, 
Virginia-Carolina turned back ° into 
the property earnings equal to about 
$50 a share on the common stock. As- 
suming that when the company was 
formed its $27,984,400 common stock 
was water, it now has assets equal to 
over $75 a share on the common stock, 
which have been put into the property 
from earnings. 


American Agricultural 


This company owns extensive phos- 
phate properties in Florida, compris- 
ing more than 118,000 acres and esti- 
mated to contain over 85,000,000 tons 
of phosphate rock. Its subsidiary, the 
American Phosphate Mining Co., owns 
large phosphate lands in Tennessee. 
The company has 55 plants located 
throughout the United States in the 
various agricultural districts. 

American Agricultural Che mical 
largely increased its earnings during 
the war period and by maintaining a 
conservative dividend policy was able 
to greatly improve its financial and 
physical condition, Working capital 
as of June 30, 1918, stood at $33,181,618 


as compared with $29,642,342 as wf 
June 30, 1914. Improvements.toland 
and property were made and the prop- 
erty account was increased from $14,- 
319,790 on June 30,1914, to $16,368,928 
on June 30, 1918. There was no in- 
crease in capitalization during this 
period. For the year ended June 30, 
1918, 35.01% was earned on the com- 
mon stock, as compared with 21.11% 
in the preceding year. 

In the past five years the company 
has put back into the property from 
earnings approximately $73 a share. 
The company has written off its good 








TABLE I—DIVIDEND RECORD OF 
FERTILIZER COS. 


Virginia- American Internat. 
Carolina 7; a ~ — 
Com. Pfd. Com. Pfd. d. 


o% --% ..% % 
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AAAAAAAAGAAGAGAO: : 


*#21/ 


3 
13% 
*The January and April, 1915, dividends 


were paid in one-year 6% scrip 

{In addition a 2% dividend in Liberty 
bonds. Stock is now on . 4% basis. 
tStock is now on an 8% basis. 

**Stock is now on a 5% basis. Back div- 
idends total 37.25%. 


will, trade marks, etc., and carries this 
item on its balance sheet at $1. Assets 
behind the common stock, as valued on 
the balance sheet were equal to $189 
a share as of June 30, 1918. The 
values placed on the company’s prop- 
erty in the balance sheet are believed 
to be thoroughly conservative. 

The company’s net earnings are be- 
ing somewhat affected by increased 
costs, but despite this it is believed, by 
people familiar with the company’s af- 
fairs, that earnings for the year ended 
June 30, 1919, will not be so very far 
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behind the record made in the 1918 
year. 

Early in November, the Executive 
Committee of the American Agricul- 
tural Chemical voted to offer common 
stock to all stockholders of record 
November 14, 1918, to an amount 
equal to one-fifth of both preferred 
and common shares outstanding, or be- 
tween $9,400,000 and $9,500,000. Each 
stockholder is entitled to subscribe to 
one share of new common for each five 
shares of his combined holdings of pre- 
ferred and common stocks. Proceeds 
from the issue of new stock will be 
used to pay off floating debt. As the 
common stock is now on an 8% div- 





NET INCOME OF FERTILIZER COS. 
-Va-Corolinat = Amer. Agri.* a- 


Years ended June 30. 
t Yeors ended May 31. 





idend basis, this additional stock will 
increase payments by about $752,000 
annually. ~ 


International Agricultural Corp. 


International Agricultural Corpora- 
tion differs from Virginia-Carolina 
Chemical and American Agricultural 
Chemical in that while the two latter 
companies showed good profits before 
the war the former was barely able to 
keep its head above water in 1913 and 
1914. With the war, however, came a 
decided turn for the better and earn- 
ings advanced rapidly. 
panying graph. For the year ended 
June 30, 1918, the company earned 
14.89% on the preferred stock, com- 


See accom- 


paring with 9.31% the previous year 
and a record high. Moreover, this re- 
sult was shown after very liberal write 
offs. To offset a possible loss in the 
company’s investment in German pot- 
ash properties, $500,000 was set aside 
from the year’s earnings and in addi- 
tion $400,000 for other contingencies. 

As of June 30, 1918, the company’s 
working capital was $5,375,306, as 
compared with $2,462,323 as of June 
30, 1914. This improvement was 
brought about entirely through earn- 
ings, there being no increase in the 
capitalization, in fact the bonded debt 
of the company was reduced about 
$2,000,000 during this period. 

The company owns lands estimated 
to contain 41,500,000 tons of phosphate 
rock and plants located in various 
parts of the United States. It also 
owns a half interest in the Kaliwerke 
Sollstedt Gewerkschaft Potash Mines, 
which owns a potash mine at Sollstedt, 
Germany, estimated to contain 50,000,- 
000 tons of potash. It was on account 
of this investment that the company 
wrote off $500,000 last year, but now 
that we have won the war it is likely 
that this investment will be valuable. 


In acquiring this German invest- 
ment the company turned over to Her- 
man Schmidtmann, an Austrian, 27,943 
shares of preferred and 19,443 shares 
of the common stock of the Interna- 
tional Agricultural Corp. It has been 
announced that these holdings will be 
offered at public sale on January 1/7, 
1919, by A. Mitchell Palmer, the alien 
property custodian. It is understood 
in well informed circles that a syndi- 
cate will be formed to bid for these 
securities and for that reason this 
event will probably not have as im- 
portant an influence on the shares of 
the company as might otherwise be 
the case. 


Position of Securities 


American Agricultural 6% preferred 
can be regarded as a decidedly conser- 


vative investment issue. For the past 
10 years the company has never failed 
to earn the dividend with a large mar- 
gin to spare the average for the ten 
years being 16.06%. The stock is sell- 
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ing around 99. The common stock at 
101 is not selling far from its record 
high price of 106, the reason for this 
is probably the fact that the dividend 
rate was only recently increased from 
a 6% to an 8% basis. The outlook for 
the future of the company is bright and 
with its strong financial condition it 
should not have much trouble in main- 
taining this dividend. The common 
can be regarded as an attractive semi- 
speculative investment. The com- 
pany’s bonds are very high grade, the 
working capital of the company alone 
being double the amount of bonds out- 


and there are good possibilities of 
stockholders getting a still larger re- 
turn. For the past 10 years earnings 
have average over 8% on this issue. 
The Ist mortgage 5s selling around 98 
are a high grade investment. They 
mature Dec. 1, 1923. 

International Agricultural Corp. 7% 
cumulative preferred selling at 52 is a 
decidedly speculative issue but is not 
without possibilities. The company’s 
outlook is not as well assured as in 
the case of,the other two companies 
for a continuation of present large 
earnings, as this company has made 


TABLE II—PRICE RANGE OF FERTILIZER STOCKS 


1913 1914 


1916 1917 1918 


High Low High Low High (on High Low High Low High Low 


Virginia- 

Carolina— 

Common .... 43% 22 
Preferred ...114 93 
American 
Agricultural— 


34% 17 ~~ 52 
107% 96 


113% 


15 51 36 46 26 59% 


333% 
80 114% 108 112% 97 110 98 


Common .... 57 
Preferred 


International 


41% 
. 99 90 


59% 
97% 


47% 72% 48 
90% 101% 90 


102 63 
103% 96 


95% 72 106 
103% 91 96 


5 10% 4 


ale 29% 5% 29% ll 
Preferred ... 23 36 13 y 4 5. 


71% 8 74 37 


21% Hy) 19 10 


60% 26% 65 38 


standing. The debenture 5s, convert- 
able into common stock at par, are 
selling around 106. At this price they 
must be considered semi-speculative, 
as they are selling higher than a good 
grade industrial 5% bond should and 
will decline if the stock declines. The 
Ist mortgage 5s are convertable into 
the 6% preferred stock at part and sell 
around 98%. 

Virginia-Carolina Chemical 8% pre- 
ferred stock at present price of about 
112 is an attractive business man’s in- 
vestment. In the past ten years the 
company has never failed to earn this 
dividend, the average earnings being 
19.76%. The working capital of the 
company is nearly equal to the total 
of the bonds and preferred stock. The 
common stock at 54 and paying 4% 
looks cheap, when the past record of 
the company and the bright outlook 
for the future is taken into considera- 
tion. The company should have little 
difficulty in maintaining this dividend 


its recent profits in part from the sale 
of sulphuric acid, which it received at 
a very low price from the Tennessee 
Copper Co. through a pre-war con- 
tract. This contract has recently been 
modified so that the company’s mar- 
gin of profit on sulphuric acid is very 
much reduced. 

The common stock selling around 
14 does not appear to have attractive 
possibilities as 37.25% back dividends 
on the preferred must be paid before 
it gets anything. 

International Agricultural $10,275,- 
000 collateral trust 5s mature May l, 
1932, at present prices of about 76 
they yield nearly 8% and may be re- 
garded as a good business man’s in- 
vestment. Working capital is equal 
to about 50% of the bonds outstanding. 

As a semi-speculative investment 
Virginia-Carolina Chemical common 
appears to have the best possibilities 
among the fertilizer stocks. 











Intimate Talks to Investors 





By RICHARD WYCKOFF 





The Passing Opportunity in Bonds 

This magazine has had a good deal 
to say of late with regard to the ad- 
vantage of investing in long term 
bonds at present prices. More and 
more each day are the best bargains 
in this class of securities being ab- 
sorbed. This is in response to the sug- 
gestions of all those who are students 
or observers of the ebb and flow of 
bond prices. 


A prominent investment house re- 
cently expressed this in a very suc- 
cinct set of paragraphs which have ap- 
peared in their advertisements in the 
daily papers as follows: 

“The end of the war has removed a 
great uncertainty from the minds of 
investors. A real opportunity now 
exists to obtain investment bonds of 
unquestioned standing at prices which 
will return an unusually high _ yield 
over a long period of years. It is the 
best investment judgment that the pos- 
sibilities favor a continuance of the 
advance in prices of conservative 
bonds. 

Unless held for some specific pur- 
pose, securities maturing within a 
year do not allow the investor to take 
advantage of present possibilities. 
That is, in general, they do not yield 
the high return of securities running 
from three to five years nor do they 
offer the opportunity for the apprecia- 
tion in price which may be expected 
to occur in long-time bonds. 

We suggest the desirability of con- 
sidering the exchange of short-time 
bonds or notes for longer term invest- 
ments. Such investments in maturi- 
ties ranging from about three to fifty 
years can now be obtained to yield 
from 444% to over 7%.” 

* * * 
The Day to Buy is Not the Day to Sell 


A few years ago I was discussing 
with Mr. Charles Hayden the opera- 
tions of a certain active trader. Mr. 
Hayden referred to the tendency 


shown by the party in question to 
jump in and out of round lots of active 
stocks every day. It was about as bad 
a case of Speculative Itch as any one 
ever had. 

“The whole trouble with that man,” 
said Mr. Hayden, “is that he cannot 
wait to let a profit develop. The day 
to buy is not the day to ‘sell. Pur- 
chases should be made with the invest- 
ment aspects of the security in mind, 
for it is ‘these things which are the 
real foundation of success in the in- 
vestment field.” 

In other words, the best results are 
obtained by those who are able to take 
a long look ahead and have patience 
to wait for their forecasts to be real- 
ized. 

i 
The Coming Activity in Oil 

What John D. Rockefeller saw in the 
future of the oil industry forty years 
ago is now becoming apparent to some 
of the most substantial interests in the 
Street. The Morgan following is go- 
ing into the oils. Hayden, Stone & 
Co. recently brought out an issue of a 
7% convertible preferred oil stock 
which was over-subscribed merely on 
the proof sheets of the circular. 

The war has not only brought a new 
situation in oil, but it has held back the 
development of oil as the fuel for in- 
dustrial plants, a movement which 
started before the war and now prom- 
ises to develop to unheard of propor- 
tions. 

But take the marine end of it by it- 
self and see what the new merchant 
marine of 50,000,000 tons will mean to 
the oil indust Such a tonnage will 
require 600,000,000 barrels of oil an- 
nually. This is more than the world 
has been producing. 

In the words of H: F. Sinclair, “The 
opportunity is here. We have a world 
to reconstruct.” 

And it is true. The world for the 
first time must be “done in oil.” 

What would you say would be the 
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future of the steel industry if someone 
should suddenly find an outlet for more 
steel than the world’s production? 
It would mean a tremendous boom, 
would it not? Very well, then, that is 
what will happen in the oil industry. 
Events are gathering to make the com- 
ing activity in this field one of the 
greatest in the history of Wall Street, 
and this is the time to pick up the oil 
securities of sound finances, big present 
or potential production, and aggress- 
ive, yet conservative, management. 


It, is a seller’s market in petroleum, 
and the problem of the next five years 
is to drill enough wells, extract enough 
of the raw and refine sufficient of gas- 
oline, lubricating and other by-products 
to meet the enormous and growing de- 
mand. 


There is no such opportunity for in- 
vestors in railroads, industrials, auto- 
mobile shares, or in fact, in any other 
field, as there is in petroleum. On an- 
other page we present a list of the 
most promising petroleum securities. 

oS. s 


Southern Pacific 


A subscriber writes me as follows: 

Writer feels that following queries are 
distinctly pertinent at the present moment 
and that many of your readers will be in- 
terested in any answer made. 

Refer of course to your remarkable 
articles on Southern Pacific Co— Don’t 
now recall anything quite so optimistic, so 
ebullient, so apparently unreserved from 
the -pen of a competent financial writer. 
Your running exposition of the potentialities 
of Southern Pacific Co.’s outside interests 
and equities, while reading like Arabian 
Nights, is, as any old-timer (Californian) 
knows, essentially correct and based on 
fact. 

What then is the joker? If in buying So. 
Pac. Co. shares the buyer acquires a clear, 
unclouded interest in company’s equities, 
why the hesitation, the present ridiculously 
low price for this stock? If company is one 
of the largest oil producers today and its 
oil holdings barely scratched, why shouldn’t 

rice for its securities approach that of say 

exas Company, Cities Service, or even some 
of the Standards? We realize its larger 
capitalization but consider the railroad and 
other investments an offset against this 
larger capitalization. 

ts the management deliberately holding 
back development of its oil interests owing 
to present high taxation, income and excess, 
against oil producers? In this question we 


have reference to Mexican holdings, and 
Californian not involved in Federal suits 
against company. Is present Government 
control of rails pees use of funds for 
oil development 


Assuming ultimate Government owner- 
ship of rails, would “the 125 odd enterprises 
controlled by the company” be sequestrated 
and become melons for ¢, P. stockholders, 
or would Government take over property in 
its entirety? 


Writer is a “soft shell pecan” on subject 
of oil as preeminently the peace industry. 
He is likewise a very long pull specvestor 
as attested by his taking Atlantic Refining, 
Vacuum Oil, Prairie Oil & Gas and S. O. 
of Indiana well above the bottom of the 
market. He would not be running true to 
form had he not taken on some of this new 
oil stock, namely Southern Pacific (caught 
it on high, as usual, at 108)—— 

Writer compliments you on your il- 
luminating series of S. P. articles but 
must insist that at some stage of the 
game you point out some of the flies in 
this S. P. ointment. 

I don’t believe that any proposition, no 
matter how good, can be without its ob- 
jectionable points, and there may be ex- 
cellent reasons why the development of 
Southern Pacific’s California and Mexi- 
can oil properties has not proceeded at a 
more rapid rate. But I cannot see how, 
even if the management could by any 
stretch of imagination be regarded as not 
in the interests of stockholders, the latter 
could possibly fail to get their share of 
the equities. 

Southern Pacific is being run more like 
a high grade and very conservative bank- 
ing institution than anything else, so far 
as its treasury assets and subsidiary com- 
panies are concerned, and perhaps in the 
judgment of the management the time 
has not been ripe to demonstrate its great 
value, either as a railroad and oil prop- 
erty or otherwise. 

Now that the “cat is out of the bag,” 
they might just as well come forward 
with an aggressive development, for, as 
I have already pointed out, it is the living 
stockholders that are entitled to results— 
let posterity take care of itself. 

Some of my Wall Street critics have 
started the rumor that I was engaged by 
the Pennsylvania Railroad Company to 
make a big market in Southern Pacific so 
that the company could sell its shares, for 
you know it held some $38,000,000 worth, 
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or 380,000 shares, which it acquired in 
exchange for other securities some years 
ago. I will pay $10,000 to any man in 
or out of Wall Street who can prove that 
I ever had any dealings with any one ccn- 
nected with the Pennsylvania Railroad or 
any banking concern or any individual 
representing it in connection with South- 
ern Pacific. Furthermore, I will say that 
if the Pennsylvania management is so 
short-sighted as to want to sell all or any 
part of its Southern Pacific holdings, the 
readers of THe MaGaziIne or WALL 
Street and their friends will probably 
be glad to take it out of Pennsylvania’s 
hands. 

It is reported to me that loans amount- 
ing to $60,000,000, held by Wall Street 
banking institutions had been scrutinized, 
and very little Southern Pacific has been 
found therein. The question is, there- 
fore, where has all the stock gone? I 
estimate that my readers have bought not 


far from 200,000 shares, or $20,000,000 
worth. Most of this is bought and paid 
for. Therefore it would not appear in 
these loans. 

Some very large interests have been 
steadily absorbing the stock for Euro- 
pean account. Perhaps the Kaiser and 
Crown Prince have been been putting 
some of their money into it—they can 
find nothing better on this side of the 
water, and their money is not safe in 
Europe. 

It is also said that the Royal Dutch 
Shell has been acquiring a large interest 
in Southern Pacific. In the face of 
these facts it seems clear that some- 
body must have sold a lot of it. If it 
has been the Pennsylvania, very well, the 
same stock can only be sold once, and 
when market conditions are favorable 
to a demonstration of the real value in 
Southern Pacific, I believe its holders 
will not be disappointed. 








BESLER ATTACKS RAILROAD ADMINISTRATION 


PEAKING on “Some Aspects of the 

Railroad Problem” at Newark, N. J., 
at the close of the readjustment conven- 
tion held there, W. G. Besler, president 
and general manager of the Central Rail- 
road of New Jersey, challenged Presi- 
dent Wilson’s statement that the roads 
had not measured up to the tasks of 
the war, and also minimized the work 
of the railroad administration. Mr. 
Besler said: 

“Mr. McAdoo has done practically 
nothing which the railroad executives 
had not planned and set in motion be- 
fore he took hold. The same execu- 
tives and employes have been working 
for Mr. McAdoo: the only difference 
is that which the railroad executives 
were not permitted to do was made 
the order of things and they were di- 
rected to do.” ‘ 

Mr. Besler criticised the railroad 
administration for stating that up- 
wards of a half billion of dollars has 
been advanced to the various railroads 
since the first of last April. In this 
connection Mr. Besler said: 


“Many people suppose from this 
statement that the railroads are so 
hard up that the government has had 
to lend them this large amount in or- 
der to keep them going. The fact is 
that these advances are nothing more 
or less than partial payments on ac- 
count of rent due the railroads for the 
use of their lines. 

“Tf all the money that was due since 
the lst of April had been paid the sum 
would have been close to three-quar- 
ters of a billion. I should like to call 
attention to the fact that for the eight 
months’ period the railroads are still 
$220,405,417 below the operating in- 
come of the same period in 1917, when 
the roads were operated under private 
ownership, this notwithstanding 15 
per cent and 25 per cent increases in 
rates which have been made and which 
amount to an increase of revenue to- 
talling $440,805,542. 

“We were disinclined to challenge 
the statement of one high in authority 
but manifestly such a person is not 
necessarily omniscient.” 
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N so far as the protection of 
current dividends is concerned, 

CE earnings of the railroads at 
: present are of comparative un- 
importance. As is widely known, the 
roads, as they close the operating con- 
tracts with the Government, are en- 
titled to a guaranteed net operating in- 
come, based upon the average return 
for the three years prior to June 30, 


officially committed itself to Govern- 
ment ownership, but Director General 
McAdoo has come out with a proposal 
to extend Federal control in its present 
form for five years more or until Janu- 
ary 1, 1924. Meanwhile, the railroad 
presidents and associates are main- 
taining silence, and studying the ques- 
tion. It seems safe to state that few, 
if any, of the responsible rail execu- 


R. R. CURRENT EARNINGS AND DIVIDENDS 


Ten Months Net 


1917 


Atlantic Coast Line 
Baltimore & Ohio 
Boston & Maine . 


Chic., Mil. & St. Paul 
Chicago Northwestern 
Rock Island 

Erie 


New Haven 


Northern Pacific 
Pennsylvania 


37,916,214 
22,291,910 


1917. In the cases of roads, which 
were in process of reorganization dur- 
ing all or part of the test period, the 
compensation may be based in part 
upon current performance. 
Nevertheless, current earnings are 
of considerable interest in view of rate 
increases, which date from July 1 last, 
and wage increases, which date for 
January 1, 1918; and also in light of 
present discussions over the future of 
the rails. The Administration has not 


% Earned Current 
Actual Indicated Div. 
1917 1918 Rate 
14.51% 14.00% 6% 
15.78 16.00 7 
3.51 ee 


11.25 
10.47 
5.33 
9.24 
13.79 


1918 


12.00 


6.00 


— 


9,506,553 
37,053,777 
8,846,338 
15,028,817 


21,915,370 
17,614,965 
3,589 


26,27: 
30,538,516 
30,335,541 


11.00 
10.00 
14.00 
12.50 
22.00 


os . . . . . 
oon, ans: GH Ons 








tives, would wish the return of road to 
their owners under the old conditions. 

Recently earnings of some of the 
leading railroads were compiled with 
the results shown in the table here- 
with. Some deductions, however, will 
have to be made for taxes, which can- 
not now be accurately determined. 

As a general proposition, net earn- 
ings for the months succeeding June 
are relatively better because of the rate 
increase which took effect in July. 
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CHICAGO, MILWAUKEE & ST. PAUL 
—Orders Copper Wire—Announcement has 
been made that the company ordered 6,000,- 
000 pounds of copper wire for use in elec- 
trification of road. St. Paul has been operat- 
ing 440 miles of road across Montana by 
electric power, and is now engaged upon 
the electrification of 217 additional miles 
between Othello and Seattle, Washington 
—through the Cascade Mountains. Work 
is expected to be completed by July, 1919. 
This undertaking is regarded as sufficient 
testimony as to the results of the electrical 
operation across Montana. 


CHICAGO, ROCK ISLAND & PACIFIC 
—Gross Revenues, 11 Months, Increased 
17%—Returns from all over system for No- 
vember placed gross revenues at $8,397,093. 
While this is an increase of $731,447, or 9%, 
over the corresponding period in 1917, it is 
a decline over $1,750,000 from October, 
which set up a new record for monthly 
earnings. This brought gross for the first 
11 months of 1918 up to $95,319,747, an in- 
crease of close to 17% over the same months 
in 1917. From indications the company in 
1918 will turn in gross revenues close to 
$104,000,000, which, of course, is the great- 
ést twelvemonth movement in the history 
of the road, and will represent a $15,000,000 
increase over 1917. Director General Mc- 
Adoo announced that the total advanced to 
the company April 1 to Dec. 1, 1918, ex- 
clusive of current earnings immediately ap- 
plied, was $7,700,000. 


NEW YORK, NEW HAVEN & HART- 
FORD—Equipment Cancellations—It is re- 
ported that the company sent out a letter 
to various equipment companies ordering 
them not to ship any more material ordered 
after December 2nd. As the communica- 
tions were sent out on Railroad Administra- 
tion stationery. there is some doubt as to 
whether the New Haven took this action 
on its own initiative or whether it was 
prompted by the Railroad Administration, 
but so far as is known, no other railroad 
company has taken like action. That the 
equipment companies are not altogether 
complacent is indicated by their contention 
that where work has been started on orders. 
they will not agree to any cancellations. It 
is pointed out that the materials to which 
the New Haven letter referred were for 
railroad equipment which could be used 
regardless of the cessation of the war. 


NORFOLK & WESTERN—New Bonds 
—A new issue of convertible ten-year 6% 
gold bonds offered to stockholders at par 
is for the purpose of providing funds for 
additions and betterments to property 
made, and to be made. The bonds were of- 


fered to an aggregate amount of not exceeding 
$18,347,000 and if stockholders subscribe to the 
entire offer, the money will cost Norfolk & 
Western 6%, which is a very fair rate under 
present conditions. President Johnson be- 
lieves that the proceeds of the bond sale, 
together with the guaranteed compensation 
from the Federal Government would take 
care of all of the company’s capital require- 
ments during the calendar year 1919. Nor- 
folk & Western is the first railroad to offer 
bonds to stockholders for direct subscrip- 
tion since the armistice was signed, and the 
result is awaited with interest. 


PENNSYLVANIA—Statement by Pres. 
Rea Relative to Government 
Pres. Rea was quoted as saying that “the 
experience of the world and within our 
country convinces me that more than ever 
the financial and political results in every 
country condemn Government ownership 
and operation of the railroads.” He said 
this was not the time for precipitate action. 
The statement was given out at the same 
time as an interview by John J. Mitchell, 
Pres. of the Illinois Trust & Savings Bank 
and a director of four railroad companies, 
in which the latter said that “under present 
conditions it would mean almost bankruptcy 
for a number of lines to be given back to 
original ownership.” The National Associa- 
tion of Owners of Railroad Securities the 
same week announced its intention of begin- 
ning proceedings to secure the return of the 
railroads to private ownership. 


ROCK ISLAND—A Little Additional for 
Bond Holders—Holders of the collateral 
trust 4% bonds of the Rock Island Com- 
pany of New Jersey, the former holding 
company for the Chicago, Rock Island & 
Pacific common stock, will receive an addi- 
tional distribution of 66 1-3c on each $1,000 
bond upon presentation of their certificates 
to the Central Union Trust Company, New 
York City. This payment arises from the 
collection of the final payment from the 
former directors of the Rock Island Com- 
pany in settlement of the claims of stock- 
holders in connection with the purchase by 
the Rock Island of 300,000 shares of Frisco 
common at 60 and sale at a later date of the 
same stock for 37%4. With this last distri- 
bution, owners of the old 4% bonds will 
have received $8.50. per thousand dollar 
bond and in addition 10 shares of the new 
Chicago, Rock Island & Pacific common. 
They have still unsatisfied claims amount- 
ing to $60,000,000 against the old Rock 
Island, which is now nothing but an un- 
pleasant memory. here is no reason to 
believe that any other source of income will 
be tapped in the future, but the holders of 
the 4% bonds might just as well hold their 
certificates, in the event of a miracle. 
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ADVANCE RUMLEY—Earnings—Esti- 
mated that company will show net earnings 
of $1,300,000 for 1918, equal to above 10% 
on the $12,500,000 preferred stock. This 
estimate offers reasonable hope that div- 
idends on the senior issue will be paid be- 
ginning in 1919 at the rate of 6%, to which 
the issue is entitled. Dividends become 
cumulative on January 1, 1919. The pre- 
ferred has sold recently around 60, advanc- 
ing from 45 last August. In 1917, 4.4% 
was earned on the preferred stock, and 
2.27% in 1916. Advance-Rumley, in view of 
the nature of its business—the manufacture 
of harvesting machinery—is regarded favor- 
ably as a bona fide peace issue, with a future 
of better hue than its past. 


AMERICAN CAR & FOUNDRY — 
Larger Dividends?—Strength of the com- 
mon stock, which sold above 90, is attrib- 
uted to the report that the 8% dividend on 
the issue will shortly be increased. A 10% 
rate is mentioned as a possibility. No in- 
timations of any cancellation of contracts 
. have been noised abroad thus far, but in- 
terests who believe in the company, feel 
that its position is strong enough to make 
reasonable a discussion of larger dividends 
despite some contract cancellations. It is 
to be remembered that Car Foundry has 
a dividend reserve set aside equal to two 
full years’ payments at the rate of 8%. 


AMERICAN LOCOMOTIVE—Outlook 
for Business—Up until the first week in De- 
cember the company had received no can- 
cellations. American Locomotive has been 
principally working on locomotives of the 
heavier types for use on domestic roads, 
and not upon the light engines for our 
forces in France. In addition to what our 
railroads will need in the way of motive 
power in the next year or two, equipment 
men believe that there will be a good ex- 
port market when the raw material situa- 
tion steadies sufficiently to enable the main- 
tenance of firm prices. Germany is known 
to be very short of locomotives, but there 
is no present assurance of the stability of 
her purchasing power in the period to come. 
Five of the six French plants are in the 
devastated region, while eight Belgian 
plants have been dismantled. Some demand 
from the neutral European nations is also 
anticipated. 


AMERICAN TOBACCO—Sales for 1918 
—Estimated that total sales for 1918 will 
approximate $145,000,000, compared with 
$89,920,249 in 1917, an increase of 60%. This 
estimate is based upon the known results 
for the eleven months of 1918. In two 


years, if the 1918 estimate is borne out, the 
business of the company will have gained 
about 100%. In connection with the re- 
ports of big business, it has been rumored 
that the company would be able to abandon 
the payment of scrip dividends, and resume 
payments to the common stockholders’ on a 
cash basis in the not distant future. 


BALDWIN LOCOMOTIVE — War 
Orders Completed—At the November 
meeting of the board of directors, no action 
was taken on common dividends, nor as far 
as is known was there any discussion on 
the subject. Baldwin had on its books 
orders for 1,500 engines destined for use 
on the military roads in France, and these 
contracts have been cancelled. This com- 
pletes equipment war orders, but there are 
contracts on hand for 400 large engines for 
use in this country. This order is valued at 
about $24,000,000 and will probably engage 
Baldwin’s capacity until the spring of 1919. 


BETHLEHEM STEEL—Bonds—In the 
table of Bethlehem Steel’s capitalization, on 
page 284 of our Dec. 7th issue, the total of 
bonds outstanding in 1918 was erroneously 
given as $32,938,000. This should have been 
$82,938,000. 


CUBA CANE SUGAR — Earnings — In- 
stead of $7 or $8 a share on the common 
stock, it is now estimated that Cuba Cane 
Sugar earned not more than $6 a share in 
the fiscal year ended September 30, 1918. 
Higher depreciation charges and taxes are 
given as the reason for the reduction in 
estimates. In the three fiscal years of 
operation the company has earned a total 
of between $30 and $33 a share on the junior 
stock, assuming ‘hat $6 was earned this 
year. The company has a decided advan- 
tage in knowing at what price its 1918-1919 
sugar crop will be sold. The Equalization 
Board has fixed the price at 5.50 cents a 
pound, which compares with 4.60 cents a 
pound last year, and the price which de- 
termined the earnings for the year closed 
in September. Long range prophets are 
figuring that Cuba Cane should earn some- 
thing like $16 a share on the common in the 
year ending September 30, 1919. The stock 
for some time has been steady around 30. 


EMERSON PHONOGRAPH — Wins 
Decision—The Emerson Phonograph Com- 
pany has won the victory in the suit 
brought against it by American Grapho- 
phone Co. on alleged infringement of 
patent. Judge Mayer, of United States 
District Court, in dismissing the bill with 
costs, said, “What Emerson did no one else 
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has done in all the years during which this 
beneficial art was progressing. His appeal 
was to the owners of all types of machines 
and I am satisfied that in seeking this field 
he has made an honest effort not to en- 
trench on the Jones patent. It is an impor- 
tant outstanding and emphatic fact in this 
case that the Emerson Record may be 
played on either a hill and dale or zigzag 
phonograph, a result which was never be- 
fore commercially attempted.” 


GENERAL MOTORS—New Tractor on 
Market—Company has perfected plans for 
marketing new farm tractor known as the 
“Samson,” which will sell at $650, or $200 
lower than the Ford tractor. It is reported 
that the company is firm.in the belief that 
the domestic market will afford sufficient 
opportunity, refused a large foreign order 
for the new tractor. With the completion 
of the tractor plans, it is interesting to note 
the all-around position of General Motors 
in its chosen field. The company markets 
the Cadillac, a higher priced car; has in the 
Buick, a representative medium price motor; 
competes with the cheaper cars with the 
Chevrolet; is actively in the motor. truck 
field, and as a side line has gone in for the 
production of electrical refrigerating plants. 
Furthermore, the ownership of United Mo- 


tors Co. affords a dominant position in the ~ 


motor accessory end of the industry. 


GOODYEAR TIRE & RUBBER—An- 
nual Report—In the year ended October 31, 
1918, earned between $65 and $66 a share on 
the common stock. Sales amounted to 
$131,247,382, compared with $111,450,191 in 
1917. As of October 31, 1918, balance sheet 
showed inventories, $30,507,697; accounts 
and notes receivable, $13,353,985; cash, $6,- 
344,490; against total current liabilities of 
$8,083,483. In his remarks to stockholders, 
President F. A. Seiberling said, in part: 
“Net profits were materially reduced by fhe 
fact that the Government business (approx- 
imately 15% of the total volume) was 
handled at a considerably lower percentage 
of profit than our regular business. One 
year ago the company had in excess of $15,- 
000,000 notes payable outstanding. In view 
of the changed financial situation growing 
out of the war, and anticipating that the 
war might continue for several years, your 
directors deemed it wise to increase the 
fixed capital of the company, which was 
successfully accomplished by the sale of 
$15,000,000 of 8% 2d pfd. stock to over 
16,000 stockholders composed almost en- 
tirely of customers and employees—liquidat- 
ing thereby its entire account of notes pay- 
able. In common with many other lines of 
industry, the rubber industry has been ad- 
versely affected by the war, and will most 


likely require six months to a year in reach- 
ing its normal position. There never has 
been a time in the history of the company 
when its condition was as sound financially, 
its good-will with customers as great, its 
facilities for serving the needs of its trade 
as extensive, as at present—barring the one 
factor of an adequate supply of labor. Not- 
withstanding this, your directors feel that 
the coming year’s business will produce 
equally as satisfactory a result as is shown 
in this statement.” 


INTERNATIONAL AGRICULTURAL 
—Stock to be Sold at Auction—Reported 
that a banking syndicate is in formation to 
bid for the 27,943 shares of preferred and 
19,443 shares of common stock which will 
be offered by the Alien Property Custodian 
on January 17, 1919. The stock stands in 
the name of Herman Schmidtmann, an Aus- 
trian, whose son, a naturalized American, is 
on the company’s directorate. Schmidt- 


mann turned over the Sollstedt potash mine 
in Germany to the company and received 
therefor stock of International Agricultural. 


TOBACCO PRODUCTS — Merger Un- 
likely—Those in close touch with affairs of 
United Cigar Stores Co. of America and 
this company said that there is little likeli- 
hood of a merger of the properties into a 
combination which will take in also Amer- 
ican Sumatra Tobacco Co. It is said that 
the Whelan interests are not inclined to 
favor such a combination at this time. The 
comprehensive plans for both this company 
and United Cigar Stores have crystalized 
with the ending of the war and it is likely 
that they will be gradually carried into ef- 
fect. Although American Sumatra is looked 
upon as a good earner, those interested in 
this company and United Cigar Stores pro- 
fess to see no advantage to them through 
its absorption in a merger. The return of 
peace, it is expected, will mean increased 
earnings for both of the Whelan properties. 


WILLYS-OVERLAND — War Business 
Cancelled—In common with other auto- 
mobile concerns, has suffered some cancel- 
lation of war orders. All of its aircraft 
business has been cancelled. It is estimated 
that company has lost 50% of the $75,000,- 
000 Government business. Willys, although 
handicapped by lack of materials, is busy 
on plans for the manufacture of Moline trac- 
tors, which company it acquired a little 
while ago. By next April it is figured that 
production capacity will be 150 tractors a 
day. The company will soon place on the 
market its new low-priced car, probably 
about $600, which was held up by war 
work. A small car with Knight engine is 
also reported to be contemplated. 





PUBLIC UTILITIES 
Interborough’s 7% Notes 


An Analysis of the Criticism of the Bankers’ Prospectus 
by Venner & Co. 





By F. M. VAN WICKLEN 





GROUP of bankers recently un- 
derwrote an issue of $39,400,000 
 Interborough Rapid Transit Co. 
3-year Secured Convertible 7% 
Gold Notes, and offered them for sub- 
scription at 98% and interest, yielding 
about 744%. In connection with the of- 
fering, a printed prospectus was fur- 
nished, dated September 11, 1918, giving 
the particulars of the issue as set forth 
in a letter signed by Theodore P. Shonts, 
Esq., president of the Interborough 
Rapid Transit Co. The issue of notes 
was oversubscribed. 

On December 3rd, the mails were 
flooded with printed circulars signed by 
Venner & Co., bearing the heading, in 
large black-face type, “Warning—Inter- 
borough Rapid Transit Company 5% 
Bonds—7% Notes. Criticism of the 
Prospectus of the, Morgan Syndicate 
dated September 11, 1918.” 


Income Available 
for Charges on 
Company’s Bonds 
$11,756,956 
12,457,873 

9,428,756 


Gross 
Earnings 
$35,891,528 
39,866,146 
40,497,728 


In view of the fact that many investors 
have purchased the 7% notes of the In- 
terborough Rapid Transit Co., based on 
the statements appearing in the bankers’ 
prospectus, it would seem only fair for 
some one to point out to those holders 
of these notes, who may have become 
alarmed by the Venner circular, the facts 
of the case. 

The following matter appearing in 
quotation marks is taken verbatim from 
the bankers’ prospectus and from the 
Venner circular. 


Venner & Co. “There are 


Say: 


some statements in the prospectus of the 
Morgan Syndicate which, in our opinion, 
are deserving of severe criticism. We 
will take for our text the following state- 
ment quoted from that prospectus. (See 
Table. ) 

‘In the above statement of gross earn- 
ings there has been included those of the 
Manhattan Elevated System for the 
three years named, as follows: 1916, 
$16,534,275; 1917, $18.411,253; 1918, 
$18,657,280.’ 

Then come the following criticisms 
from the Venner circular, which are 
taken up here in the order in which they 
appear therein. 


Mortgage Security 


Venner & Co. say: “The bonds of the 
Interborough Rapid Transit Co. are not a 
mortgage upon the property of the Man- 
hattan Ry. Co.” 


Bond Interest 
and Sinking 
Fund Payable 
Out of Income 
$3,043,630 
3,572,515 
4,765,998 


Balance 


$8,713,326 
8,885,358 
4,662,758 


Now the bankers’ prospectus does not 
state that these bonds are so secured, but 
says—“The pledged bonds are secured 
by a mortgage which is a first lien (sub- 
ject to the city’s rights under the leases) 
upon real estate, power-houses, sub-sta- 
tions, equipment and other property 
owned directly by the Interborough 
Rapid Transit Co., and is also a first lien 
upon all the leaseholds and other rights 
of the company in all the subway and ele- 
vated lines comprising the Interborough 
Rapid Transit System.” 

The elevated lines above mentioned re- 
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fer, of course, to the Manhattan Ry. Co. 
It is evident that no statement is here 
made that the bonds are secured by a 
mortgage on the property of the Man- 
hattan Ry. Co., but by a lien on the lease- 
holds and other rights of the company 
in the Manhattan property. 


Income Available 


Venner & Co. say: “The earnings of 
the elevated system must first be devoted 
to its operating expenses and taxes; next 
the interest on Manhattan bonds; and 
then the annual dividend of $4,200,000 
on the capital stock of the Manhattan, 
which the Interborough has guaranteed. 
We have already alluded to the fact that 
for the year 1918, the lease of the Man- 
hattan cost the Interborough $771,710 
more than the total net income received 
therefrom. The prospectus does not men- 
tion any of these facts, although under- 
taking to avail of the Manhattan gross 
income as a basis for bolstering the se- 
curities of the Interborough.” 

The bankers’ prospectus gives the 


gross earnings of all the company’s lines 


for the past 14 years. These earnings 
include, and properly so, those of the 
Manhattan Ry. Co., because it is leased 
and operated by the Interborough. 

The prospectus does not, however, 
make any attempt to avail of the gross 
earnings of the Manhattan Ry. Co. as a 
basis for bolstering the securities of the 
Interborough. In fact, after mentioning 
the gross earnings of the Interborough 
System, the bankers’ prospectus reports, 
for each of the past 5 years, the income 
available for the charges on Interbor- 
ough’s bonds. This income is arrived 
at after there have been deducted from 
gross earnings all operating expenses, 
taxes, rentals, etc., which include “the 
operating expenses and taxes of the ele- 
vated (Manhattan Ry. Co.) system, the 
interest on Manhattan bonds and the an- 
nual dividend of $4,200,000 on the capi- 
tal stock of the Manhattan which the In- 
terborough has guaranteed.” 


1918 Earnings 


Venner & Co. say: “The lease of the 
Manhattan for the year ended June 30, 
1918, cost the Interborough $771,710 
more than the total net income received 


therefrom and that the prospectus does 
not mention this fact.” 

The prospectus does mention the fact 
that the total net income of the Inter- 
borough System for 1917-1918 was 
$9,428,756, compared with $12,457,873 
for the previous year 1916-1917, a de- 
crease of $3,029,117. Why should the 
prospectus point out a shrinkage in earn- 
ings of $771,710 on one division of its 
system when it states that the shrinkage 
in earnings on all of its lines was nearly 
four times this amount? Does this look 
as if the prospectus was endeavoring to 
conceal anything about the comparatively 
poor showing for the year 1917-1918? 

Everyone conversant with current con- 
ditions knows that the past year has been 
unprecedented for rising costs of labor 
and materials. Operating costs of rail- 
roads andttraction lines all over the coun- 
try have increased to a very considerable 
degree. Take, for example, the Interbor- 
ough: while gross earnings for 1917-1918 
showed an increase of $631,582 over the 
previous year, operating expenses in- 
creased $3,695,222. 

Venner & Co., while laying emphasis 
on Manhattan’s deficit, fail to note in 
their circular that the profit to the In- 
terborough from the operation of the 
Manhattan Ry. Co. amounted to $1,146,- 
180 in 1916-1917 ; to $1,393,230 in 1915- 
1916, and to $1,416,566 in 1914-1915. 


Increase in Interest Charges 

Venner & Co. say: “We next invite at- 
tention to the above quoted statement of 
bond interest and sinking fund payable 
out of income for the years 1916, 1917 
and 1918, and ask the reader to compare 
that statement with the following, which 
may be confirmed by reference to the An- 
nual Reports.” The circular then points 
out there were outstanding on June 30, 
1916, $103,658,000 Interborough First & 
Refunding 5% Bonds; on June 30, 1917, 
$148,658,000 of these bonds; on June 30, 
1918, $160,585,000 bonds; and that there 
are at present outstanding $222,172,500 
of these bonds, of which $61,587,500 are 
pledged as collateral security for the 
company’s notes. The circular then 
points out that the actual interest and 
sinking fund charges for the year ended 
June 30, 1918, on the amount of bonds 
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outstanding at that time totaled not less 
than $8,832,175, instead of $4,765,988, as 
stated in the bankers’ prospectus. 

Furthermore, the Venner circular 
states that the present interest and sink- 
ing fund charges on the direct bonds and 
notes of the Interborough amount to 
$13,698,475, an actual charge nearly three 
times as large as that stated by the bank- 
ers as the amount of interest and sinking 
fund payable out of income for 1918. 

The only inference from these state- 
ments of Venner & Co. would be that 
fraud had been practiced on the part 
of the bankers who were responsible for 
the prospectus. The facts are, however, 
somewhat different. In 1913, owing to 
the inadequate transit facilities in New 
York City, a comprehensive plan was un- 
dertaken by the Interborough in conjunc- 
tion with the municipal authorities to 
build and equip an enlarged rapid transit 
system that would take care of the ever- 
increasing population of the city. 

Funds necessarily had to be provided 
to pay for the construction of these in- 
creased transit facilities. Of these funds 
the Interborough- has furnished part 
through the issue of its securities and the 
City of New York has also furnished 
part. This gigantic work, begun in 1913, 
is still incomplete in its entirety, and only 
very recently, during the present year, 
have the first units of the enlarged system 
been put into operation. 

Obviously no revenue has been forth- 
coming from this great undertaking until 
the present year when the first units be- 
came operative. In the meantime, the 
interest and sinking fund charges on the 
securities issued to build and equip these 
extensions have been charged, and prop- 
erly so, to the cost of construction. 

Note what the bankers’ prospectus says 
on this point: “Interest on the securities 
issued to construct and equip, the new 
lines is a charge to construction until, and 
to the extent of, the completion and com- 
mencement of operation qf the new 
lines.” + pas 

This charge to construction is a usual, 
customary and proper one and is uni- 


versally recognized as such. The City of 
New York, through the Public Service 
Commission, has approved of this charge 
in its contracts with the Interborough. 

It has been carefully estimated that 
when the units of the enlarged transit 
system are fairly in operation, the earn- 
ings from these new lines will be amply 
sufficient to take care of the interest and 
sinking fund charges on the securities is- 
sued to finance them. 

The bankers’ prospectus states: “Dur- 
ing the fiscal year 1918, certain portions 
of the new lines under construction dur- 
ing the last five years were placed in par- 
tial operation. The earnings for 1918 are 
exclusive of $2,508,508 on account of 
such partial operation, for which the 
company is entitled to be reimbursed, 
with interest, out of future revenues. 
The above earnings (except for a small 
period of 1918) have been derived en- 
tirely from the operation of the elevated 
lines and the older subway system, the 
latter representing an investment by the 
company of approximately $48,000,000 
and by the City of approximately $59,- 
500,000. These earnings include sub- 
stantially no income from the enlarged 
rapid transit facilities built during the 
last five years, for the construction and 
equipment of which the company has pro- 
vided approximately $130,000,000 of ad- 
ditional funds, including the proceeds 
from these notes, while the City has pro- 
vided more than $60,000,000, and will, 
it is estimated, provide approximately 
$100,000,000 upon the completion of the 
Interborough subways.” 


Payments on the City Bonds 


Venner & Co. say: “In addition, the 
Interborough will have to pay $2,384,537 
interest and sinking fund on the City 
bonds issued for the old subway.” 


To this it may be answered that the 
Interborough has been paying these 
charges regularly for many years, and in 
the revenue statements appearing in the 
bankers’ prospectus, allowance has been 
duly made for them. 


(The Magazine of Wall Street is conducting a further investigation of the Inter- 
borough situation, the results of which will appear in early issues.) 











Montana Power Grows 


Thirteen Plants with a Capacity of 283,270 H.P.— 
Increase of 111% in Gross Revenues and 118% 
in Gross or Operating Income 





By F. L. FONTAINE 





ATURE has .indeed been lavish 
in the blessings she has _ be- 
stowed on the state of Mon- 
tana. She has given to this 

state with an area of 146,500 square 
miles wonderful natural resources. 
Because of the prominence of the Ana- 
conda Copper Co. and the city of Butte 
in the copper industry, most persons 
prohably think of Montana as a cop- 
per mining state rich in scenery. So 
it is. At one time leading in the pro- 
duction of copper, it is still second only 
to the state of Arizona in that indus- 
try. 
Montana’s Resources 

But I wonder how many know that 
besides copper the state is exception- 
ally rich in other mineral resources 
such as zinc, in the production of which 
I believe it is now the second state in 
the Union, gold and silver, the dis- 
covery of which brought about the 
original settlement of the state, lead 
sapphires and bituminous and lignite 
coal? I wonder how many realize 
that its farming area is equal in ex- 
tent to the state of Iowa, its grazing 
area to Indiana and its forest and In- 
dian reserves to the state of Georgia. 
Yet such is the case. As an aid to the 
development of these abundant re- 
sources the state’s splendid water 
power resources have been of growing 
importance. In fact here again few 
probably realize the water power pos- 
sibilities in this state. 

The foregoing is perhaps among the 
secrets of the success of the Montana 
Power Co. In the East, the South, the 
Middle West and on the Pacific Coast 
public utilities as a class have been 
having a difficult time of it. Their ris- 
ing costs have resulted in lower net 


earnings even though as a general rule 
gross income has undergone a good 
increase. The only outlet to them has 
been increased rates. Where these 
have not been granted the alternative 
has been suspension of dividends, or 
worse still, default in both the principal 
and interest on bonds. 

But this has not been the case with 
the Montana Power Co. This company 
has not only had no increased rates 
but it apparently has not needed any. 
Its earnings both gross and net have 
shown a constant and steady increase. 
It has met the increased cost of opera- 
tion and has maintained both bond in- 
terest and dividends by an increasing 
margin of safety. The secret of this 
success undoubtedly lies partly in good 
management. But it principally lies 
in the fact that this company is almost 
wholly a hydro-electric enterprise. It 
is a well known fact that all during the 
troublesome times for public utilities 
the hydro-electric properties have been 
least affected. Even the Montana 
Power Co. has been affected but not 
to the extent where there is the least 
cause for worry by security holders. 


A Record of Progress 


The Montana Power Co. is today 
one of the largest hydro-electric enter- 
prises in the world. It was organized 
in December, 1912, under the laws of 
New Jersey. It then acquired and 
consolidated five electric and power 
companies operating in Montana. The 
latter were going successful compa- 
nies of years’ standing and demon- 
strated possibilities. The capacity of 
the steam plants has not been in- 
creased. But not only were hydro- 
electric plants acquired greatly en- 
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larged but several big new hydro-elec- 
tric plants were constructed. The latter 
are owned largely by subsidiary com- 
panies, all the stock of which is owned 
and controlled by the Montana Power 
Co. The company therefore is both 
an operating and holding company. 
Its financial structure is compara- 
tively simple. It owns all the stock 
of its three subsidiary companies. The 
underlying bonds total only $11,092,- 
000, the two largest of which are the 
$4,413,000 Great Falls Ist 5s of 1940, 
and the $4,036,000 Butte Electric and 


The Properties 


The properties of the company con- 
sist of thirteen hydro-electric power 
plants and three steam plants. These 
have an installed capacity of 212,450 
K.W. having 283,270 horse power of 
which 282,040 is hydro-electric and 
only 1230 steam. The four largest 
power plants are the Great Falls on 
the Missouri.River with a capacity of 
80,000 H.P., the Thompson Falls on 
Clark’s Fork on the Columbia River 
with a capacity of 40,000 H.P., the 








Dam and Power Plant at Holter, Montana, near completion 





Power Ist 5s of 1917-51. The company 
itself has authorized an issue of $75,- 
000,000 Ist and refunding 5% bonds 
due in 1943 of which there are out- 
standing $22,340,000. Of the latter 
$5,300,000 have been issued this year 
and have, therefore, just begun to con- 
tribute to earnings. There is author- 
ized $25,000,000 7% cumulative pre- 
ferred stock and $75,000,000 common, 
of which there is now outstanding in 
the publi¢’s hands $49,407,500 of the 
latter and $9,671,800 of the former. 
There is $40,407,500 of the common 
dividend bearing, the remaining $9,- 
000,000 becoming entitled to dividends, 
$3,000,000 yearly each June 2, 1919 to 
1921 inclusive. 


plant at Holler on the Missouri River 
near Helena, with a capacity of 53,300 
H.P. and the Rainbow Falls plant on 
the Missouri River with a capacity of 


46,700 H.P. The first was completed 
in 1916, the second in 1917 and the 
third early in the current year. The 
last was completed in 1910 but en- 
larged to its present size in 1917. 

In other words about 61% of its 
developed hydro-electric power’ has 
been constructed in the last three years 
and with the Hauser Lake plant with 
a capacity of 24,000 H.P. completed 
in 1911, more than 86% since 1910. 
As the others have been generally 
enlarged and remodelled this means 
that the properties contain the most 
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modern equipment and construction 
and are entirely of a permanent na- 
ture entailing very small depreciation 
charges. 

The company has six hydro-electric 
sites undeveloped with a capacity for 
generating 162,400 H.P. The man- 
agement has assured the company of 
a permanent and steady flow of water 
by constructing nine reservoirs with a 
combined area of 33,570 acres or about 
52 square miles and a storage capacity 
of 507,150 acre-feet. It is estimated 
that these will produce from storage 
the equivalent of 115,000 H.P. for 100 
days. This certainly assures contin- 
uity of flow. The reservoirs unde- 
veloped have an area of 960 acres with 
a storage capacity of 18,500 acre feet. 

The company has 1859 miles of 
transmission lines, a complete distribu- 
tion systems in Butte, Great Falls and 
other places and has 80 sub-stations 
with an aggregate installed capacity 
of 322,700 H.P. The area served is 
larger than that of all New England 
and the distance from its most east- 
erly to its most westerly plant is about 
460 miles. It is a prosperous and 
growing territory and the prospects 
for future business loom large. 


Electrification of Railroads 


The. electrification of the Butte, 
Anaconda & Pacific Railway and the 
Rocky Mountain and Little Rock 
division of the St. Paul brought the 
Montana Power Co. into great prom- 
inence several years ago. It has con- 
tracts to supply the power for these 
developments and has been supplying 
it for several years. Director Gen- 
eral McAdoo of the railroads rode on 
the St. Paul on his trip west a few 
months ago and was so impressed by 
the results of electrification that he 
practically predicted electricity as the 
coming motive power for the railroads. 
The Great Northern and the Northern 
Pacific both cross the state of Mon- 
tana and it is only a question of time 
when these mountain divisions will 
also be electrified. The cost of elec- 
trification at the present time is pro- 
hibitive; but this development is com- 


ing. Unquestionably the Montana 
Power Co. will supply the electricity 
to be used. Here then is a potential 
demand of the utmost importance. 

This is one of the very few large 
public utility companies, which while 
showing a substantial increase in gross 
earnings, will also show a very fair 
increase in net earnings this year. 
The statement for the first nine months 
of the year has appeared and shows 
very clearly that this will be so. Gross 
revenues for the first three quarters of 
the year were $5,557,450. 








MONTANA POWER. 
PRICE RANGE 














The first and last quarters of the 
year are always the best. In all proba- 
bility, therefore, gross earnings for the 
present quarter will be at least $1,900,- 
000. Taking this as a basis, it would 
mean gross earnings for the full year 
will approximate $7,500,000. In the 
first quarter of the year, net income 
was $975,480. It is not too much to 
expect therefore that net earnings in 
the current quarter should approx- 
imate $900,000. If this is true, then 
net income for the full year, after de- 
ducting $350,000 for depreciation, the 
same amount as was deducted in 1915 
and 1916, should approximate $2,314,- 
(00. This would be equivalent to about 
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33.25% on the $9,671,800 7% preferred 
stock. After deducting preferred divi- 
dends, the balance would be equivalent 
to 6.28% on the present amount of 
common stock outstanding. This would 
be about 6 2-3% on the average 
amount of dividend bearing stock out- 
standing for the year. 

This is slightly lower than the bal- 
ance in 1917, but in all probability the 
company will exceed this figure. In 
view of prevailing general conditions 
it must be taken as a_ splendid 


achievement and would seem to be a 
clear indication that with conditions 
returning to a more normal basis, 
the earnings on both the preferred and 


ant to note that without revenues 
from its mining customers, the com- 
pany was able to earn not only its in- 
terest and preferred dividend charges, 
but a substantial balance for its com- 
mon stock. This indicates that it was 
not dependent upon mining for its in- 
come. This probably partly explains 
too in the slight difference between 
the 1917 operating ratio and the 1918 
operating ratio, which was due prac- 
tically entirely to its increased cost of 
operations. 


Bonds and Preferred Stock 


The first and refunding 5% bonds 
of this company form the basis of a 








MONTANA POWER’S INCOME ACCOUNT 


1914 
$3,720,600 
2,581,500 
30.61% 
1,063,600 
250,000 
1,325,600 
13.71% 
2.42% 
7% 
2% 


1913 
. . . $3,532,100 
.. 2,414,300 
. 31.65% 


Gross revenues 
Operating income 
Operating ratio ... 
Fixed charges 
Depreciation 

Net income 
Earned on pref...... 
Preferred dividend . 
Earned on common. 
Common dividend .. 


*For 9 months ended Sept. 30. 

**Too early for final charging off. 

tAnnual rate. Ea 
now in public hands. 


*1918 
$5,557,450 
3,903,980 
29.79% 
1,239,590 
** 


2,664,290 

133.24% 
17% 

76.28% 
T5% 


1917 
$6,905,200 
4,881,900 

29.31% 
1,395,600 
350,000 


1916 
$6,219,100 
4,727,500 
23.99% 
1,319,700 


1915 
$4,231,200 
3,039,300 
28.17% 
1,189,100 
300,000 
1,678,300 3,143,400 
16.42% ; 32.51% 
7% 7% 
3.73% . 7.08% 
244% 344% 44% 


rings on common are figured on full amount of stock ($40,407,500) 








common stocks will be increased very 
substantially. 
A Low Operating Ratio 

It is important to call attention to 
the very low operating ratio of this 
company. In 1913 it was only 31.65%. 
From that time until 1916 there was a 
very substantial reduction in the cost 
of operation. In the latter year the 
operating ratio was only 23.99% or 
probably one of the lowest of any pub- 
lic utility, even a hydro-electric enter- 
prise in the country. The rise in cost 
helped to increase the operating ratio 
in 1917, but probably one factor of im- 
portance was the fact that for prac- 
tically three months the mining dis- 
tricts of Montana were practically idle 
due to strikes. This necessarily ran up 
the cost of the company. 

Even during this strike it is import- 


very high grade investment. At their 
present price, around 92, they yield 
about 5.6%. Their low point for the 
year was 85%, which was practically 
their low point since they were first 
issued. Those investors who took ad- 
vantage of the offer of $4,000,000 of 
these last March at 89, now have an 
investment which shows a substantial 
increase in value over the price which 
they paid. 

As stated there are $22,344,000 of 
these bonds outstanding. They cover 
by direct lien, all real estate, equip- 
ment, franchises, rights, now owned 
or hereafter acquired together with 
certain stocks and bonds of subsidiary 
companies. It is estimated that the 
mortgage is now a first lien on about 
71% in capacity on the present de- 
veloped power plant, 56% of the pres- 
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ent transmission lines, and 84% of the 
undeveloped water powers of the sys- 
stem. About two years ago these bonds 
sold slightly above par. 

An idea of the investment worth of 
the preferred stock may best be 
gleaned from a comparison of the 
prices of this stock since it was listed 
on the New York Stock Exchange, 
where both the bonds and the common 
stock are also listed. During this time 
the lowest point which it has touched 
was 95, early this year. It had sold 


to this point from 117% in 1917, which 
was its highest point on record. Since 
then the stock has come back to 106%, 
which promises to be the low point for 


crease, the amount earned on the stock 
outstanding is slightly decreased in the 
last two years. The remaining $9,- 
000,000, becomes dividend bearing $3,- 
000,000 each for the next three years. 
Therefore it could hardly have the ef- 
fect upon the margin for dividends on 
the full amount of stock, that it has 
had in the last year or two. 

There has been large amounts of 
money spent on new construction, 
which has not yet become a substantial 
contributors to revenue. It will be 
surprising if despite the increased 
amount of dividend bearing stock, the 
company’s surplus earnings do not 
come pretty well up to the equivalent 


GROWTH OF MONTANA POWER 


Gross revenue 

Gross income 

Funded debt 

Net income 

Preferred stock 

Available for common 
**Common stock 


*Last quarter estimated. 
**Dividend bearing in public’s hands. 


1913 


Increase 


$3,925,290 
2,839,500 
18,494,000 
1,697,430 
None 
1,597,420 
13,575,700 


*1918 
$7,457,450 
5,253,880 
33,432,000 
3,214,290 
9,671,800 
2,537,260 
40,407,500 


+$5,122,000 or 28% of this increase has come this year. 








the stock for years to come. At this 
price it yields about 6.60%. The 
amount of stock outstanding has not 
been increased since the company was 
first organized, and the heavy increase 
in earnings has therefore constantly in- 
creased the margin above dividend re- 
quirements, until now the company is 
earning its preferred dividend require- 
ments almost five times over. 


Common Stock 

Up until the end of 1915, there 
was only $26,907,500 common stock 
paying dividends in the hands of 
the public and $22,500,000 in a hold- 
ing trust and non-dividend paying. 
This latter stock, however, has grad- 
ually become dividend bearing, until 
today there is $40,407,500 dividend 
bearing and $9,000,000 non-dividend 
bearing. As this stock has become 
dividend bearing, even though earn- 
ings have shown a substantial in- 








of 814% on the common stock next 
year or equivalent to the 1916 point. 

The dividend on the common stock 
has been gradually increased from 2% 
in 1913 to a5%rate in1917. While there 
seems to be small prospects of an in- 
crease in the dividend rate, for a year 
or two to come at least, on the other 
hand the company appears to be able 
to maintain the present dividend. The 
common stock sold down to 58% in 
the fall of 1917, but came back slightly 
on the next few sales to about 64, 
which is the low point this year, now 
it has advanced to 81% and at its pres- 
ent price of about 77, it yields about 
6%4%. It sold as high as 114% in 1916. 

It is one of the public utility stocks 
which can be purchased for the pull 
and which should show not only a good 
substantial return on the investment 
but substantial profits over a period of 
years, 





Public Utility Notes 3 
These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





BROOKLYN RAPID TRANSIT—Car 
Purchase O Justice Benedict in Su- 
preme Court in Brooklyn granted applica- 
tion of Public Service Goonasiedion for 
writs of mandamus to compel surface 
operating companies of the Brooklyn Rapid 
Transit system to purchase 250 new steel 
cars under the order of the Commission, 
which has been in litigation for many 
months. Ex-Judge William R. Ransom, coun- 
sel to the Commission, commenting upon the 
decision, said that it ought to end the delay 
in the case, and that Judge Benedict had 
made it clear that he would tolerate no 
delay beyond the time actually required for 
the manufacture of the cars. He also said: 
“To-day’s decision helps to put ‘teeth’ into 
the Public Service Commission’s law. It 
will be recognized as one of the landmarks 
in their history of the efforts to make the 
Public Service Commission’s law an ade- 
quate effective means of compelling public 
service companies to fulfill their legal ob- 
ligations.” 


CITIES SERVICE—Directors Vote 
for Conversion of Debentures Into Stock— 
If Capital Issues Committee of Federal Re- 
serve Board approves of issue of Cities 
Service Co. common and pfd. stocks pro- 
vided for under the conversion privilege 
holders of the series “B” 7% convertible 
gold debentures would have the privilege 
on Jan. 1 to convert 10% of their debenture 
holdings into stocks of the company, to- 
gether with the accumulated cash and stock 
dividends on the amount of common stock 
into which the debentures are convertible 
from Jan. 1, 1918, to the date of conversion. 
The directors Nov. 27, 1918, authorized the 
officers to make application to the Capital 
Issues Committee for authority, beginning 
Jan. 1, 1919, to extend this privilege of con- 
verting 10% each month of the $9,000,000 
principal amount of series “B” convertibles 
outstanding. 


COLUMBIA GAS & ELECTRIC CO.— 
Current Production—Reported that from 
January 1 to November 22 company’s plants 
produced 10,671,632 gallons of gasoline 
compared with 10,153,558 gallons in the 
same period of last year. Company has now 
seven plants operating, and is selling gaso- 
line, f.0.b. plants at a price a little less 
than the retail prices. 


KANSAS CITY RYS.—8-Cent Fares 


Denied—A Planned—Appeal would be 
taken to Supreme Court of the United 
States from a decision of the Federal Court 
there Dec. 2, ge an 8-cent fare or two 
fares for 15 cents. The company had asked 


for an injunction against any city or other 
authorities from interfering with the putting 
into effect of such a charge. The Federal 
Court evaded deciding any point about the 
authority of the War Labor Board, taking 
the stand that conceding the legality of the 
board’s award, it still did not confiscate any 
property of the company. As long as there 
is no confiscation of the car company’s 
property, the Federal Court ruled that it 
could not step in and bar other interests 
from taking measures to prevent an in- 
crease in fare. The case is considered a 
test, as the War Labor Board in many 
cities made awards similiar to the Kansas 
City one. 


NEW YORK RAILWAYS—City Against 
Fare Increase—Corporation Counsel Burr 
filed brief with Public Service Commissioa 
against petition of company to institute 2 
cent transfer charge. Mr. Burr denied 
jurisdiction of Commission in permitting 
any charge of more than 5 cents on the 
company’s lines. His brief was also a re- 
ply to a statement made by cour.el for the 
company that the charge for transfers, if 
permitted, would only delay the time when 
receivership proceedings will have to be 
instituted, and the various lines making up 
the system be separated into independent 
lines. New York Railways, and in fact the 
other traction lines of New York City, have 
received not the slightest encouragement in 
the efforts to secure hieher fares, and this 
condition has been steadily reflected in the 
market prices for its securities. 


PITTSBURGH RAILWAYS — Rental 
Payment—Judge Orr in the U. S. District 
Court at Pittsburgh on Nov. 26 filed an 
order requiring the company to pay $186,- 
735 rentals on several underlying compa- 
nies due Oct. and Nov. The payments 
were divided as follows: rental Central 
Traction Co., $22,500; rental Duquesne 
Traction Co., 000; rental Pittsburgh 
Traction Co., ,500; rental Central Trac- 
tion Co., $620; rental Duquesne Traction 
Co., $7,365; rental Pittsburgh Traction Co., 
$8,750; total, $186,735. Judge Charles P. 
Orr and Judge W. S. Thomson in the 
United States District Court at Pittsburgh 
on Nov. 29 appointed William R. Blair re- 
feree in bankruptcy, master in the receiver- 
ship proceedings. The order empowers 
him to investigate the payments of fixed 
charges, rentals, bond interest, improve- 
ments, the keeping of separate accounts of 
receipts and disbursements of underlying 
companies and to harmonize the relations 
between the receivers and others at inter- 
est. 
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MINING AND OIL 








Three Gold Stocks 


Yukon, Hollinger and Dome Mines—Can They Rise, 
Phoenix-like, from the Ashes of High War Costs? 





By JOHN MORROW 





the successful financial 
prosecution of the war, and 
yet producers of the funda- 
mental metal have found the way any- 
thing but smooth. Gold mining com- 
panies as a class have been unable to 
show satisfactory results for their 
stockholders, and their efforts to keep 
production at a maximum have been 
made under discouraging circum- 
stances. 
During the past two years increased 
working costs and labor shortages have 
played havoc with results as expressed in 


G OLD has been a prime essential 
in 





the net income returns of the gold mining. 


concerns and dividend reductions or 
suspensions have been the rule rather 
than the exception. 

There are three well known gold 
mining companies which have been 
through the business phases outlined 
above, and whose condition and out- 
look readily lend themselves to perti- 
nent comment. They are, the Yukon 
Gold Co., the Hollinger Consolidated 
Gold Mines, Limited, and the Dome 
Mines Co. Limited. The first named 
has been actively operating in the 
Alaska fields, while the other two are 
Canadian companies, with properties 
in the Dominion. 


Yukon Gold 


The Yukon Gold Co. is controlled by 
the Guggenheim interests, and has 
been in existence since 1907. It is a 
consolidation of the Atlin Consolidated 
Mining Co., the Cariboo Gold Mining 
Co., Bullion Hydraulic Mining Co., 
Pacific Gold Dredging Co., and the 
Yukon Consolidated Goldfields Co. 
Stock outstanding totals $17,500,000 
with shares of $5 par value. Of this 
stock the Yukon-Alaska Trust owns 


$14,213,125. The proprietary concern 
was formed to take over certain hold- 
ings of the old Guggenheim Explora- 
tion Co. Yukon Gold has been a good 
dividend payer, and while general con- 
ditions forced the suspension of div- 
idends this year, the company has not 
allowed the unsatisfactory earnings to 
interfere with the plans of develop- 
ment and extension of properties. 

In addition to the claims located in 
the Klondike district, Yukon operates 
properties at Oroville, California, and 
in 1916 acquired claims in the Jarbridge 
district, Elko County, Nevada. These 








TABLE I—YUKON GOLD 


Annual Earned Paid per 
Surplus perShare Share 
$1,128,307 $0.322 $0.30 
1,084,950 0.309 0.30 
1,107,510 0.30 
1,373,146 téons 


Dec. 31 








Nevada claims were assigned to the 
Elkoro Mines Co. in which Yukon 
holds a controlling stock interest. Re- 
ports show that at least 214,000 tons 
of ore have been blocked out at the 
Elkoro workings, with an estimated 
value of $15 a ton. In view of the in- 
creases in costs it is likely that the 
costs of the ore there, originally fig- 
ured at $4.50 a ton, have been raised. 

The Yukon Gold owes the Yukon- 
Alaska trust $5,000,000 represented by 
serial notes, and this indebtedness was 
the immediate cause of the suspension 
of dividends last summer. Estimates 
of engineers indicated that earnings 
from present holdings for the next few 
years would be insufficient to meet the 
notes and to continue dividends at the 
then existing rate, which was 6% or 
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30 cents a share annually. The notes 
were extended, and it is likely that 


dividends will not be resumed until the . 


company sees its way clear to take 
care of the notes, or at least until con- 
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ditions seem to warrant prompt pay- 
ments upon the serial maturities. 
Yykon Gold paid 8% dividends regu- 
larly from September, 1909, until Sep- 
tember, 1911, and from December, 1911, 
to December, 1916, 6% was paid. A 
dividend of 6% was paid in 1917, but 
this was called “return of investment” 








and was made from capital, and not 
from current earnings. There is a 
comparatively small amount of Yukon 
Gold stock on the market, and it is 
quite inactive. For some months past, 
the shares have been quoted around 1, 
with variations of not more than one- 
eighth either way. 

A reference to the accompanying 
table of earnings will show the record 
of the company over the past four 
years. It is true that the margin 
above dividend payments has been 
small, but production has been steady, 
and carrying the record of earnings 
back further than 1914, it will be found 
that total production was at about the 
same rate as in 1917, but that costs 
have risen in the later years. 

With a production that is steady, but 
does not increase much, a large in- 
crease in costs is not necessary to 
bring net profits to an unsatisfactory 
basis, and in the non-increase in total 
production may be found one reason 
for the desire of the company to add 
to its holdings of mining claims. 
While Yukon Gold in itself may not 
be possessed of unlimited resources, 
the interests connected with the com- 
pany are in a position to finance any 
developments that may be promising 
enough to warrant the venture. 

In the year 1915, the ratio of work- 
ing costs to total income was 49.3%, 
while in 1917 this had risen to 56.2%, 
not a spectacular increase to be sure, 
but large enough to cut net to poor 
totals. The graph will illustrate this 
trend. 

The income account for the 1917 
year requires some explanation. Sur- 
plus after operating costs, royalties, 
interest charges, etc., was $1,373,146. 
Deducted from this total was depletion 
and depreciation amounting to $1,- 
439,669, making a deficit for the 1917 
season of $66,523. A revaluation of 
the properties during 1917 was re- 
sponsible to the unusual deduction for 
depletion, and this was done to con- 
form with the recognition of the prin- 
ciple under the Federal Income Tax 
Law that depletion be deducted from 
income tax returns. 

No returns of earnings for 1918 are 
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available, but it would not be surpris- 
ing if they were unsatisfactory. It is 
to next year, and the years after that 
the stockholder of Yukon Gold must 
look, and if the recent acquisitions of 
property prove up to estimates, the 
shares may eventually sell consider- 
ably above the present quotation. 
Hollinger 

Hollinger Consolidated Gold Mines, 
Limited, was incorporated in 1916, and 
was, in effect, a merger of the old Hol- 
linger Gold Mines, Ltd., the Acme 
Gold Mines, Ltd., and the Millerton 
Gold Mines, Ltd. The mill of the Hol- 
linger Gold Mines was started in 1912. 
The consolidated company has out- 
standing capital stock of $25,000,000, 
shares $5 par. Of this $12,000,000 was 
issued in exchange for stock of the 


TABLE II—HOLLINGER 
CONSOLIDATED 
Divs. 
Earned Paid per 
perShare Share 
$2.70 $1.95 
3.19 2.60 
0.56 0.65 
0.35 0.15 
*Hollinger Gold Mines, L’td. 


Net 
Income 


*$1,621,059 
*1,916,467 
6 


Hollinger, and $10,500,000 for shares 
of the Acme company. 

In view of the abnormal conditions 
that have prevailed since the consoli- 
dation, it may be said that the new 
company has not yet had a fair test of 
eaining power. Reference to the table 
of earnings will show that only 56 
cents a share was earned on the stock 
in 1916, and 35 cents in 1917. The 
shrinkage of earnings brought a sus- 
pension of dividends in 1917, payments 
being stopped in April of that year. 
Previous to that the dividend rate had 
been 1% every four weeks, or at the 
rate of 13% annually, or 65 cents a 
share. 

Unlike some of the other gold min- 
ing companies, Hollinger has seen its 
way clear to resume payments, and a 
dividend of 1% was declared in June, 
1918. The current rate is 1% every 8 
weeks, or 634% a year, half the old 
rate. There is already interest aroused 


in the possibility of a return to the 
old rate next year. Hollinger shares 
find their main market in Toronto, 
where the current quotation is between 
$6 and $7. In 1917 shares of the com- 
pany sold above $7 and as low as $3.50. 
The range this year has been from 
$4.50 to the current quotation. 


Back in 1913, the ratio of operating 
expenses to revenue was only 34.2%. 
From that time the trend has been 
steadily upward, and in 1917 the pro- 
portion of revenues that went into 
costs was 53%. The graph shows 
the trend over the past three years, 
and illustrates the factors that have 
operated against the producers of gold 
during the war period. 


When the merger of the companies, 
that go to make up Hollinger Con- 
solidated, was effected, there was an 
immediate increase in production. 
Total revenue in 1916 was $5,102,948, 
the largest recorded to date, but the 
net surplus was $2,674,346, or 56 cents 
a share on the expanded capital. The 


old Hollinger had only 600,000 shares 


of stock, against 5,000,000 of the new. 
This expansion will require a decided 
gain in production to warrant a steady 
dividend policy of substantial size, but 
the fact must not be lost sight of that 
the measure of any gold company’s 
earning power cannot be gauged from 
conditions that have existed over the 
past two or three years. 


As of December 31, 1917, Hollinger 
had ore reserves of 4,494,510 tons, 
valued at $8.95 a ton, or an estimated 
value of $40,231,435. A year previous 
ore reserves totaled $34,185,535. Dur- 
ing 1917, 508,139 tons of ore were 
treated, carrying a value of $4,373,636. 
In view of these figures, the net result 
was that approximately $10,500,000 
new ore was exposed during the year, 
and this was developed above an 800- 
foot level. Shortage of labor prevent- 
ed the extension at deociaaenams work 
at the deeper levels. 


In September of this year it was re- 
rted that the company was produc- 
ing a ton of gold a month and running 
at little more than half capacity. In 
the absence of official figures, the ac- 
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tion of directors in resuming divi- 
dends, even at a reduced rate, indicates 
their opinion of the outlook, and there 
is no reason to doubt the ability of 
Hollinger to resume permanently its 
place among the regular dividend pay- 
ers. As labor becomes more plentiful, 
the company will be able to push de- 
velopment work, and at the same time 
work for bigger production, a combina- 
tion that could not be worked while 
the labor shortage was as acute as it 
has been in Canada. 


Dome 


Dome Mines is another Canadian 
property that has demonstrated its 
ability to earn and pay dividends under 
conditions that were anything like 
normal. The late J. R. De Lamar was 
a prime mover in Dome affairs, and 
he had absolute faith in the future of 
the company. At his death he was the 
president of the corporation, and just 
recently Jules S. Bache of J. S. Bache 
& Co. was elected his successor as the 
executive head. 

Dome Mines found its best years in 
1916 and 1917, when $1.35 and $1.82 
cents a share were earned respectively. 
There is $4,000,000 stock outstanding, 
and shares have a par value of $10. 
The stock sold as high as 29% in 1916 
and was up to 24% in 1917. Current 
price is in the neighborhood of 12, 
which represents a gain of 100% in 
price over the low of 6 recorded in 
June, 1918. Shares are listed on the 
New York Stock Exchange, and re- 
cently they have found considerable 
favor. 

Dome has paid a total of $3.75 a 
share in dividends, and suspended pay- 
ments in September, 1917. The reason 
given at the time was the desire of the 
company to conserve cash resources in 
order to carry on development work, 
but the diminishing margin of profit 
had some influence. In 1916 and 1917 
the operating ratio was 31.5% and 
37.5%, but in 1918 it had risen to 44.7%. 
Dome does not produce as much ore 
as Hollinger, as it is a considerably 
smaller proposition. Property com- 
prises about 230 acres in the Province 
of Ontario, against ownership of 440 


acres for Hollinger. Dome was forced 
practically to suspend production last 
November, 1917, because of the labor 
shortage. 

In an effort to increase producing 
property, Dome secured an option on 
the property of the Dome Extension 
Mines Co. which is adjoining, but on 
account of the heavy expense involved 
in development work, the option was 
relinquished. 

As of April 1, 1918, ore reserves 
were estimated at 1,950,000 tons, 
valued at $5.10 a ton. The company, 
however, has been able to do little de- 
velopment work, and _ apparently 
adopted the policy of waiting until 
times improved, and work could be 
done at a reasonable expense figure. 
Total production in 1917 was only 258,- 
917 tons, against 465,272 tons in 1916, 


MINES 


Divs. 
Earned Paid per 
perShare Share 


TABLE III—DOME 


Net 
Income 
$174,179 $0.50 

541,863 1.35 
1.82 
0.59 


$1.50 
2.00 
236,459 


and the average yield was a little over 
$4 a ton. 

Naturally gold mining stocks like 
these three cannot be placed in the 
investment class. They have the 
attraction, however, of apparently 
having discounted conditions that are 
not likely to be repeated. The demand 
for their product is too obvious to 
require comment. Gold producers have 
been looking to the Government 
authorities in all countries for some 
relief from abnormal operating ex- 
penses, which are applied to a product 
of fixed value. If artificial relief is not 
granted, it would appear as if relief 
afforded by natural economic processes 
is on the way, although it may come 
rather slowly. The companies dis- 
cussed have shown that they are able 
to make profits and return a part of 
the benefits to shareholders, and as 
the readjustment to a peace basis pro- 
gresses, their shares would seem to 
have improving prospects, 





Oil Decrees Hit Mexican Eagle Co. 


Carranza’s Policy Confiscatory—Mexico for Mexicans 
Slogan—Company Prospering 





By PRESTON 


S. KRECKER 





NTEREST is focused upon oil 

properties in Mexico at pres- 

ent because of the extraordi- 

nary attempt made by the Car- 
ranza government to confiscate foreign 
petroleum lands in that troublous re- 
public. 

The writer happens to be familiar 
with developments in Mexico by rea- 
son of residence in that country for 
many: months during an interesting 
period of its recent history when he 
enjoyed unusual opportunities for inti- 
mate study of Mexican affairs. 

Ever since the Madero revolution of 
1910, which resulted in the overthrow 
of Porfirio Diaz, Mexico’s “grand old 
man,” the doctrine of “Mexico for the 
Mexicans” has been preached by the 
demagogues of that country. 

Lately, since the ascendency of Car- 
ranza, the doctrine of “Mexico for the 
Mexicans” has received a more sinister 
interpretation, none less indeed than 
confiscation of foreign properties. Un- 
fortunately for oil producers, Carranza 
has chosen them as the first victims of 
his socialistic purposes. 

It is estimated that the total value of 
foreign oil properties, developed lands 
and prospects in Mexico reaches ap- 
proximately a billion dollars. While 
American capitalists control the major 
part of these interests, the British and 
Dutch also have large investments in 
Mexican oil properties. Other foreign 
interest is unimportant. 

Contrary to an impression current in 
some quarters, these enormous foreign 
interests in Mexico’s oil fields were not 
acquired by concessions from venal 
government officials. Title to oil lands 
held by foreign companies was ac- 
quired by purchase from Mexican 
property owners who had held it in 
direct line of descent in many instances 
for a hundred years or more. No oil 
resources worth mentioning were 
“stolen and distributed by Diaz,” as 


has been charged by uninformed 
writers. What undoubtedly is true is 
that the Mexicans, who lack initiative 
and constructive ability, were too 
slothful and unprogressive to under- 
take to develop these valuable re- 
sources of their own accord, but were 
in many cases willing to sell them “for 
a mess of pottage.” 


“Direct Dominion” 


The first intimation of Carranza’s 
program of confiscation was found in 
the new Mexican constitution of 1917, 
in which is found a clause declaring 
that the Mexican Republic possesses 
what is called “direct dominion” over 
petroleum. What was meant by this 
new phrase was revealed on Feb. 2 
last when Carranza issued the first of 
his now famous oil land decrees. 

Space will not permit of more than a 
brief resumé of the provisions of these 
executive acts. They enunciate the 
extraordinary doctrine that the nation 
and not the petroleum producers owns 
all of the rights which the petroleum 
companies possess, although these 
were bought and paid for pursuant to 
the laws of Mexico. They impose 
upon the producers the obligation to 
pay a rental and would compel the pro- 
ducers to take various steps which are 
viewed by American counsel for the 
companies as amounting to an aban- 
donment of their claim to absolute 
title, and to receive in exchange a 
mere license to operate under such 
conditions of rental and other as the 
Mexican government may choose to 
impose. 

Rights of thirty-two American, Brit- 
ish and Dutch oil companies are af- 
fected by these confiscatory decrees 
and these companies recently organ- 
ized the Association of Producers of 
Oil in Mexico to fight Carranza’s en- 
croachment upon their interests. They 
succeeded in having him defer enforce- 
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ment of his decrees until December 31 
of this year, but in the meanwhile he 
has caused the introduction of a bill in 
the Mexican Congress which would 
give his executive acts the force of 
laws of the land. American lawyers 
who have examined this bill pronounce 
it a clever attempt to camouflage con- 
fiscation. Ostensibly it exempts from 
seizure foreign rights acquired prior to 
May 1, 1917, but in fact they declare, 
it also removes title to lands acquired 
prior to that date and is an act of de- 
spoilation. 

After vain efforts to induce the Car- 








MEXICAN EAGLE OIL. 
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1916-17. 
= 


Dollars are Mexican currency, valued now 
at 77.5c on the dollar 
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ranza government to modify the pro- 
visions of the bill, the producers quite 
recently broke off negotiations and re- 
called their representatives, James A. 


Garfield and Nelson Rhoades. They 
now have adopted a waiting attitude 
with respect to this legislation, but in 
the meanwhile have begun action in 
the Mexican courts to have Carranza’s 
decrees set aside as unconstitutional 
because retroactive. 

President Wilson has sent a note to 
Carranza in which he has specifically 
declared that “the United States can- 
not acquiesce in any procedure osten- 
sibly or nominally in the form of taxa- 


tion or the exercise of the right of 
eminent domain but really resulting in 
the confiscation of private property 
and arbitrary deprivation of vested 
rights.” Since making this protest on 
April 2 last the United States Govern- 
ment has followed it up with two 
others, and oil interests feel quietly 
confident that any overt act of Car- 
ranza’s government which results in 
depriving them of rights legally ac- 
quired will lead to prompt action by 
the United States and in all probability 
by the British government also. 
Mexican Eagle’s Position 
Although a company incorporated 
under the laws of Mexico and having 
among its directors citizens of Mexico, 
the Mexican Eagle Oil Company, Ltd., 
is just as subject to the confiscatory 
decrees of Carranza as any other cor- 
poration controlled by foreigners. The 
effect of the decrees and of pending 
legislation would be to take away its 
legally acquired property and lease 
titles and to substitute for them re- 
vocable licenses to extract its own oil 
from the lands bought and paid for. 
Under these decrees the Mexican 
Eagle Oil Company would have to 
secure a special license every time it 
wanted to drill land or build a tank. 
Incorporated in 1909 by Lord Cow- 
dray and associated British interests, 
the Mexican Eagle Oil Co., Ltd., is the 
the second largest single producer of 
crude oil in Mexico. It acquired oil 
concessions, properties and interests of 
S. Pearson & Son, also an English 


-company, which give it the right until 


1955 to explore for oil in all national 
and vacant lands in the States of Vera 
Cruz, San Luis Potosi, Tamaulipas, 
Tabasco, Chiapas and Campeche. 

Its total holdings, acquired by pur- 
chase, lease and state and federal 
rights, exceed 50,000 acres. The com- 
pany owns the famous Potrero del 
Llano oil well, one of the largest in 
Mexico, which has been flowing for 
eight years at the rate of 25,000 barrels 
a day and is estimated to have already 

ielded upwards of 75,000,000 barrels. 
test advices from Mexico state that 
this great well has begun to spout salt 
water along with oil. Geologists say 
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this may mean either that the oil reser- 
voir tapped by the well is becoming 
exhausted or that salt water has burst 
into the partly exhausted reservoir. As 
oil can be separated from salt water, 
loss to the producing company will be 
reduced to a minimum. Practical oil 
men say the incident probably has no 
bearing on other oil properties adja- 
cent to the Potrero well. 

Actual production capacity of the 
Mexican Eagle Oil properties is 150,000 
barrels of oil a day. The company has 
180 miles of main and subsidiary pipe 
lines with a loading capacity of 60; 
barrels a day, which is being increased 
to 80,000 barrels. In June of the cur- 
rent year the Mexican Eagle Company 
brought in a well in the Chinampa 
region of Mexico which at last‘accounts 
was flowing at the rate of 50,000 
barrels a day. 

The Mexican Eagle Oil Company 
has several tank vessels of its own. It 
also owns half of the stock of the Eagle 
Oil Transport Company, Ltd., which 
has a large fleet of tank ships, whose 


total capacity is placed at 218,162 tons. 
It ships oil from Tuxpam and Tam- 


pico. Affiliated with the Mexican 
Eagle Company is the Anglo-Mexi- 
can Petroleum Co., Ltd., which handles 
crude oil and fuel oil, asphalt and other 
oil products produced by the Mexican 
Eagle Oil. This company has bunker- 
ing depots at various British ports, as 
well as in the West Indies and the 
important ports of South America. 
Capital Stock 

Capital stock of the Mexican Eagle 
Company, Ltd., outstanding consists 
of $41,500,000 (Mexican currency), in 
ordinary shares out of a total author- 
ized issue of $51,500,000, and $8,500,000 
(Mexican currency), in preference 
shares. Par value of both classes of 
stock is $10, Mexican. Parity value of 
the Mexican dollar is 77.5 cents United 
States gold. Unissued ordinary shares 
of the company have been reserved for 
bond conversion, the company having 
£3,000,000 of first convertible six per 
cent bonds, of which £1,500,000 are 
outstanding. The common or ordinaty 
stock is quoted in the unlisted market 
in New York at about 17 a share at 
present writing. It has advanced from 
15 a share in the last few weeks. 


Dividends have been paid on the 
preferred shares since June 30, 1910, 
without interruption. The rate was 8 
per cent per annum until 1916, when 
16 per cent was paid under that pro- 
vision of the charter which gives all 
shares equal rights to dividends after 
8 per cent has been distributed on the 
preferred. Last year the company 
paid 20 per cent on the preferred stock. 
In the meantime it inaugurated divi- 
dends on the common shares at the 
rate of 8 per cent a year in June, 1914, 
paid the same rate in 1915, increased it 
to 16 per cent in 1916, and last year dis- 
tributed 20 per cent. Dividend pay- 
ments are made semi-annually, in June 
and December. 


Liberal Dividends Justified 


The liberal dividend policy of the 
company is justified by the rapid 
growth of its earnings, which have 
more than doubled in the last five 
years. The position of the company, 
as disclosed by its balance sheet for 
the year ended June 30, 1917, the last 
available report, is satisfactory. Cur- 
rent liabilities of $8,575,697 compared 
with current assets of $23,989,132, 
leaving net working capital of $15,413,- 
435. This compared with $10,062,816 
for the previous year. 

After provision for administrative 
expenses and interest charges the com- 
pany showed a profit of $20,752,281 for 
the year. The balance to surplus for 
the year amounted to $875,978, bring- 
ing the profit and loss surplus up to 
$11,503,419, or approximately one- 
quarter of the combined capital stock 
and outstanding bonded indebtedness. 

It is evident from the company’s 
financial statement that the antagon- 
istic attitude of the Mexican govern- 
ment and the incidental activities of 
Mexicar rebels operating sporadically 
in the oil fields have not prevented the 
Mexican Eagle Company from enjoy- 
ing unusual prosperity. Its valuable 
rights and the prospect of continued 
world-wide demand for oil promise 
well for its future unless the Bol- 
shevists of Mexico succeed in carrying 
out their plans of spoilation, which 
may be regarded as exceedingly doubt- 
ful. 





Mining Notes 
These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





ANACONDA COPPER — Development 
Work Rushed at Walker Mine—Has been 
speeding up development work at Walker 
Mine in California. It has the drift on the 
lowest level extended more than 700 ft. 
from the shaft, all in ore. From shipments 
of 2354% tons of concentrates company has 
realized net $198,319. In addition to this a 
considerable tonnage of high grade ore was 
shipped. In the two years the Anaconda 
has developed the Walker it is estimated 
that upwards of $800,000 worth of ore has 
been marketed. The United States Smelt- 
ing & Refining Co. has purchased an ad- 
joining property and has developed some 
good copper ore. Production for Novem- 
ber, 1918, was reported by the company as 
22,600,000 Ibs., compared with 23,450,000 Ibs. 
the preceding month and 21,666,332 in No- 
vember, 1917. 


BRADEN COPPER MINES CO.—New 
Bond Issue—Sold to a syndicate $5,000,000 
15 year 6% bonds,/which were authorized 
in 1916. Syndicate sold them to public at 
96 to yield about 6%%. Proceeds of the 
issue will be used to take up floating in- 
debtedness represented by advances made 
to the company by Kennecott which owns 


99% of Braden stock. With the sale of 
this $5,000,000 block, there will be out- 
standing $17,894,000 of the issue. Braden’s 
mines are located in Chile, and ore reserves 
consist of 149,192,000 tons proven ore and 


90,000,000 tons probable ore. Earnings for 
the twelve months ended August 31, 1918, 
applicable to bond interest were $9,310,107 
and total interest on $17,894,000 6% bonds 
would be $1,073,640 annually. Braden pro- 
duced 71,295,824 pounds of copper in the 
twelve months ended August 31, 1918. 


BUTTE COPPER & ZINC—Manganese 
Production—Manganese production has 
been suspended. Steel mills are reported 
to be stocked up with the product, and 
operations of manganese are no longer 
profitable. It is uncertain as to when oper- 
ations may be resumed. President Selig- 
man of Butte said that earnings had been 
steadily increasing until manganese pro- 
duction was suspended. He added that it 
was the intention of the company to re- 
sume zinc shipments as soon as damage to 
the mine hoist, which shut down_the mine, 
had been repaired. 


CONSOLIDATED INTERSTATE- 
CALLAHAN—Report Quarter Ended Sept. 
30, 1918—Shows that total receipts were 
$270,709. Operating costs, including taxes 
were $220,959. Profits were $49,750, im- 
provements $622, surplus was $49,128. The 
company’s operating profits for the quarter 
ended Sept. 30, 1918, were equivalent to 10 
cts. a share on the $4,649,900 capital stock, 


par $10, compared with 65 cts. in the cor- 
responding quarter of 1917. 


KENNECOTT—Braden Equities — Net 
income for the twelve months ended Aug- 
ust 31, 1918, was equal to over $3 a share 
on Kennecott’s 2,787,000 shares. As Braden 
is regarded as one of Kennecott’s strong 
hopes for the future, it is interesting to note 
that Braden produced copper at a cost of 
135% cents a pound, including taxes. This is 
considered a most satisfactory record when 
handicaps of operating in South America 
under war conditions are considered. The 
successful development of Braden is one of 
the most important features in connection 
with the future earning power of Kennecott, 
and will also undoubtedly have no little ul- 
timate influence upon the market position 
of its shares. Kennecott continues divi- 
dends at the rate of $4 a year, and has yet 
to realize anything from the Braden prop- 
erty in the way of direct income. 


McKINLEY - DARRAGH -SAVAGE — 
Dividend Record—Will begin 1919 with the 
disbursement of $67,428 in dividends to its 
shareholders. The 3% dividend was de- 
clared payable Jan. 1, 1919, to shareholders 
of record at the close of business Dec. 7, 
1918. This makes a total of 244% paid by 
the McKinley since going on a dividend- 
paying basis in 1907. 

_NIPISSING MINES—November Opera- 
tions—Company reports that the ore mined 
in November was valued at $281,078. Esti- 
mated value of ore shipped during the 
month amounted to $431,605. 

. SHATTUCK-ARIZONA COPPER CO. 
—Production—In November output was 
583,655 pounds of copper, 514,127 pounds of 
lead, 11,296 ounces of silver and 86 ounces 
of gold. This production was somewhat 
below the October totals and also under the 
figures of November, 1917, except in the 
case of lead. Shattuck produced in the 
eleven months, ended November 30, 8,575,- 
627 pounds of copper, 2,019,097 pounds of 
lead, 139,724 ounces of silver and 1,134 
ounces of gold. In the six months ended 
June 30, Shattuck earned $0.86 a share com- 
fered with $3.83 for the same period of 


UTAH COPPER CO.—$1 Tax Payment 
Refused in Utah—Tendered $1 to the State 
Treasurer in payment of the occupation and 
privilege tax, and it was declined. The 
Treasurer said the refusal was because the 
company had failed to also tender amount 
assessed against it by the State Board of 
Equalization as 3% of its net proceeds. The 
net proceeds are stated as $22,150,110. The 
3% tax on this amount comes to $664,503.30, 
which the State demands. A lively contest 
in the courts is anticipated. 
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Oil Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





ASSOCIATED OIL—Dividend Pros- 
pects—Reported that no increase in divi- 
dend rates was to be expected at present. 
Current dividend is 5%. Development pro- 
jects require surplus earnings, and rela- 
tively large bonded debt is another deter- 
rent. Southern Pacific owns between 50% 
and 51% of the outstanding stock, and also 
holds $9,064,000 of the outstanding $9,680,- 
000 refunding bonds. According to report 
the railroad favors reduction of the funded 
debt before dividenas a:c¢ increased. 


CALIFORNIA PETROLEUM — Earn- 
ings—In nine months, ended Sept. 30, 1918, 
surplus after depreciation and war taxes 
was $1,446,707, equal to $11.72 a share on 
the preferred stock. Current assets totaled 
$2,794,871 against current liabilities of $891,- 
505, giving a working capital of $1,903,366. 
In addition to regular quarterly dividend of 
13%4% on the preferred stock, an additional 
disbursement of 2% was ordered payable 
January 2 on account of accumulated divi- 
dends on the issue, which after this pay- 
ment will total 8%. 


OKMULGEE PRODUCING & REFIN- 
ING CO.—Receivership Asked—Reported 
that E. W. Kimbley, creditor, has filed peti- 
tion in District Court of Okmulgee. Okla- 
homa, asking for appointment of receiver. 
He charges mismanagement and dissipa- 
tion of assets. According to his claims, 
company has not lived up to agreement 
made in December, 1917, whereby he sold 
to it leases in Oklahoma upon which were 
10 producing wells. Mr. Kimbley was the 
first president of Okmulgee, and one of the 
organizers. 


OKLAHOMA PRODUCING & RE- 
FINING CO.—Earnings—For nine months 
ended Sept. 30, 1918, surplus before divi- 
dends was $3,689,011, and balance after divi- 
dend was $2,950,636. This income is the 
total from the consolidated companies, 
numbering eleven in all. Gross earnings 
amounted to $6,479,654 in the nine months. 
Oklahoma is paying dividends of 10% on 
stock of $5 par value, and application has 
been made to list the shares on the New 
York Stock Exchange. 


SHELL TRANSPORT & TRADING— 
Statement to Stockholders—For year ended 
Dec. 31, 1917, showed that the distribution 
of profits remains unaltered, but the 35% 
dividend, free of tax, requires $320,400 more, 
owing to an increase of $914,700 in the 
ordinary share capital. The large balance 
carried forward includes the amount pay- 
able for excess profits duty. During the 
year the company sold its holdings in sun- 


dry oil companies to the Bataafsche Co. 
and was thereby enabled to pay off the loan 
from the Anglo-Saxon Petroleum Co. The 
balance sheet shows a reduction of £1,155,- 
200 in the property item, which includes 
shares in sundry companies, the actual scale 
accounting for a reduction of £1,555,200, 
bringing the total to £9,510,900. Invest- 
ments at market prices of Dec. 31, 1917, 
were £3,037,500, or an increase of £1,- 
145,400. 


STANDARD OIL CALIFORNIA—New 
Well—Well No. 18, in Montebello field, has 
come in with flow estimated at 7,000 to 
8,000 barrels. For an hour the flow was 
out of control, when the well was capped. 
The hole has since been sanding up, but it 
is believed the well will settle down to 
about 5,000 barrels. This brings Standard’s 
production in this field up to 29,000 bar- 
rels, the oil running around 23 gravity. 


STANDARD OIL NEW JERSEY— 
Production First Six Months, 1918—Was 
3,777,356 barrels. This production was ob- 


tained through its subsidiary, the Carter 


Oil Co., and from property in Louisianna. 
According to statistics compiled by the 
Bureau of Mines, total crude oil produc- 
tion of the United States, with the excep- 
tion of California, or what is known as 
light crude production, in the .first six 
months of the year was 117,365,504 barrels. 


STANDARD OIL CO. OF NEW YORK 
—Magnolia Acquisition Discussed—During 
the war investors failed to appreciate to 
its proper extent the importance of the 
purchase of Magnolia Petroleum by this 
company. Oil interests feel that the stock 
does not reflect the great advantages to 
the New York company of its arrangement 
with Magnolia. The New York company 
was mainly a marketing company, selling 
petroleum products in New York and New 
England and in the Far East. Its refining 
capacity was only moderate, and the com- 
pany was forced to make large purchases 
of gasoline from other refining companies in 
order to meet the demand in its territory. 
Its own refining capacity was about 20,000 
barrels of crude oil a day, and it owned 
no production. It did own one of the lar- 
gest American-owned fleets—tank steam- 
ers to carry its products to foreign markets. 
Under those conditions the company built 
up a surplus account at the end of 1917 of 
more than $90,000,000, an increase for 1917 
of $21,750,000. Earnings last year were 
$39,376,000 after expenses, depreciation and 
reserves. After payment of Federal wa 
taxes there was left $30,000,000 for divi- 
dends on the $75,000,000 capital stock. 
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UNLISTED SECURITIES 
The New Wright-Martin 


Our Representative Visits Company’s New Brunswick 
Plant—Great Development in Less Than Two Years 











By BARNARD POWERS 





OMEWHAT more than a year 

and a half ago the writer spent 

a day at the Wright-Martin 

plant at New Brunswick, New 
Jersey. At that time grave doubts 
were entertained for the company’s fu- 
ture. Although upwards of $8,000,000 had 
been spent in developing the manufac- 
ture of the famous Hispano-Suiza mo- 
tor and although the company had 
been at the task going on two years, 
production “from the tools,” i. e. quan- 
tity production, had not even reached 
the total of one motor per day. It re- 
quired no great investigation to per- 
ceive that the difficulties of manufac- 
turing a motor of that type, even un- 
der the most favorable circumstances, 
had in no way been exaggerated. In 
fact quite the contrary. Had the na- 
ture of the obstacles to be overcome 
been fully appreciated there would not 
have been pessimism but satisfaction 
that such substantial progress had been 
made. 


“Program” Needed 


At that time the operating officials 
stated that the last big obstacle in the 
construction end had been overcome 
and that but a few minor “bugs” re- 
mained too be ironed out. In our con- 
clusion we stated that, given adequate 
working capital, a “program” which 
would allow continuous operation and 
production in quantity and a reason- 
able length of time to bring a complex 
organization of highly skilled work- 
men to required capacity, and there 
was not the slightest doubt but that 
the future of the company was as- 
sured. Events justified our conclusion 
with startling suddenness. Before the 
issue containing the article was off the 
presses the United States declared 


war and before many months had 
passed the Wright-Martin Company 
received orders from Washington to 
go ahead full speed. 

A few days ago the writer made a 
second trip to the plant at New Bruns- 
wick. How successfully the company 
had made good on expectations is epi- 
tomized in the fact that in October 751 
Hispano-Suiza motors were turned out 
completed. Had the Kaiser been able 
to continue the struggle another year 
he could have counted upon from this 
source alone approximately 9,000 per 
annum of the best fighting motors in 
the world to ca to Germany the 
message from the U.S. A. Had a con- 
tinuation of the war allowed this coun- 
try to fully develop its air-craft plans 
the results would have astonished the 
world. 


Concerning the Hispano-Suiza 


The Liberty Motor and the His- 
pano-Suiza are two different types and 
each perform indispensable service. 
The former is especially valuable in 
day and night bombing planes, and for 
reconnaissance and observation work. 
The Hispano-Suiza, on account of its 
lightness and great power, is an ideal 
motor for the combat plane. Twenty- 
two famous French aces performed 
their marvelous feats with the Hispano- 
Suiza. Guynemer and Fonck refused 
to use any other make. The recent 
world’s altitude of 28,900 feet made in 
Ohio last September by Capt. Schroe- 
der was made with a Hispano-Suiza. 

But to get back to New Brunswick, 
New Jersey. As we are still techni- 
cally at war it is necessary that I con- 
fine my remarks largely to generali- 
ties. Sufficient to say that is was in- 
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deed a new Wright-Martin plant that 
the writer saw. 

The foundry which the company was 
obliged to build because there was no 
place in this country where the re- 
quired aluminum castings could be 
made, had expanded from a modest- 
sized brick building until it covered the 
area of a city block. In one room half 
a hundred gas furnaces belched flame 
and dull thunder while the swarthy 
workmen who nonchalantly trundled 
huge ladles of molten metal to the 
casting room, warned the observer to 
watch his steps. 

In spite of the rumbling and glare 


part or an added touch until from a 
shapeless casting it gradually began to 
assume size and contour. As we as- 
cended from floor to floor we encount- 
ered a seemingly endless tide of hum- 
anity surging down the broad stairs 
for the day shift was coming off and 
the night shift going on. Among them 
was a goodly percentage of women 
who receive equal pay to that of the 
men of from 65c to 75c per hour. 
Wright-Martin is employing nearly 
6,700 workers as contrasted to less 
than 2,000 at the time of my last trip. 
In the Testing Room 
It is in the narrow long room, where 











= 
bs 











Aeroplane equipped with Hispano-Suiza engines in which Capt. Schroeder made the 
world’s altitude record of 28,900 feet at Dayton, Ohio, Sept. 18, 1918 





and the seemingly endless criss-cross- 
ing of employes, one very soon per- 
ceived that he was watching a smooth- 
working section of a vast and well- 
coordinated industrial organization in 
which each individual played his little 
part and all worked towards a definite 
objective. Where, on my last visit, 
were vast, empty areas was now a 
wilderness of belting running down 
to countless machines each one of 
which played its little or big part to- 
wards the grand total. Over acres of 
floor space journeyed the embryonic 
motors, receiving at each stop an added 


the motors mounted on blocks are run 
through their long severe tests one had 
audible evidence of the strides the 
company has made. Formerly there 
was but one testing block, now there 
are twenty-four. The noise which 
these motors make is terrific. The em- 
ployes in the testing room are com- 
pelled to work with their ears stuffed 
with cotton and unless the visitor takes 
similar precautions a splitting head- 
ache will punish him for his neglect. 


Financial Position 
Wright-Martin’s statement for the 
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thirteen months ended June 30 last 
shows in an impressive way the prog- 
ress the company has been making. 
Income from operations and from roy- 
alties was $2,216,574 and the final net, 
after depreciating and reserve for 
taxes, was $540,678, an equivalent to 
approximately $10.80 per share on the 
50,000 shares of preferred. If the com- 
pany had no war profits taxes it would 


company’s balance sheet as of May 31, 
1917, with that of June 30, 1918, gives 
a good idea of the company’s strength- 
ened financial position. It shows that 
Wright-Martin has nearly $5,500,000 
working capital of which upwards of 
$2,000,000 is in the form of cash. The 
cash alone is equivalent to $40 per 
share on the preferred stock. Net cur- 
rent assets after deducting current 
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ASSETS 

May 31, 1917 
as finally adjusted 
$2,102,682 
Receivables 262,112 584,604 
Amts. chargeable to U. S. Govt. 4,388,038 
Inventories 384,926 
Investment in Liberty Loans . 50,883 
Deferred charges 72,117 


$7,583,250 


Current working assets ... 
675,337 


June 30, 1918 


Changes 
—$471,277 
+322,492 
+4,388,038 
—1,434,960 
+34,883 
—106,165 


+2,733,011 
—328,933 


Patents 
Development cost Hispano-Suiza 
* Motor 
Land, bldgs., machinery, etc.... 


Total assets 


2,332,935 
$9,298,173 


—421,026 
+ 1,075,571 


+3,058,624 


689,704 
3,408,506 


$12,356,797 


LIABILITIES 
May 31, 1917 


as finally adjusted 


Payables 

Accrued wages, etc 
Simplex Auto Stock 
Tax reserve 


Total liabilities 


Changes 
+$1,402,719 


June 30, 1918 
$1,644,735 


$2,813,942 


CAPITAL 
May 31, 1917 


as finally adjusted 


Preferred, 50,000 shares 5,000,000 
4,014,566 


Common (no par), 897,558 shares 
Net profits to June 30, 191 


Total capital 


have earned upwards of $20 per share 
on the preferred and if it had not been 
compelled to make such larger charges 
for depreciation, upwards of $44 would 
have been earned on the senior issue. 
The preferred, which is cumulative, 
on November 1 last had 14% of 
accumulated back dividends unpaid. It 
is convertible into the common stock 
at any time on the basis of one share 
of preferred for two shares of common. 
The table herewith comparing the 


9,014,566 


June 30, 1918 


$5,000,000 
4,002,175 
540,678 


$9,542,854 


$12,356,797 +3,058,624 
liabilities, including the $500,000 war 
tax reserved, are equivalent to approx- 
imately $95 per share on thé preferred 
stock. 


If the War Had Lasted 


Had the war continued the company 
would have been able to continue to 
show very large earnings. Just what 
will now happen depends upon this 
Government’s post-war armament 
policy. In view of the fact that our 
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Government is going ahead with its 
naval program it seems extremely un- 
likely that the great aircraft arm of 
the service which has been built up at 
great cost and labor will be allowed to 
languish. If we are going to continue 
to be a factor in world politics, the 
Government must certainly outline a 
broad building policy that will allow 
the aircraft industry of this country to 
experiment, design and develop air- 
craft for the future which will meet 
the national demand: “The United 
States Supreme in the Air.” 

Already the British Empire has outlined 
a seven-year aviation program for air- 
craft development calling for the ex- 
penditure of $100,000,000 annually in 
Great Britain and $50,000,000 yearly 
in Canada. We have had our lesson in 
unpreparedness and are not likely to 
make the same mistakes again. The 
immediate course of events for the 
company will depend upon Washing- 
ton and in this respect the company 
occupies the same position it occupied 
less than two years ago. But in other 
respects its position is tremendously 
changed. It then had a small organi- 
zation with production plans all in the 
future, an insufficient working capital 
and a plant which cost in the neighbor- 
hood of $10,000,000 with no assurance 
that it would be able to earn a reason- 
able return on the plant investment. 
On its present expanded plant and war 
orders the company is protected by its 
contract with the Government, so that 
if it should stop manufacturing engines 
for the Government today there would 
be no financial loss. Up to the time 
of this writing, however, there had 
been no cancellation of orders. 

The Future 

The future of the Wright-Martin 
Aircraft Corporation depends upon 
three factors: 

1. Government business. 

2. Commercial business. 

3. Development of the Simplex auto- 
mobile. 

“It would indeed be a shame to al- 
low an organization such as we have 
built here to disintegrate,” said a rep- 
resentative of the company and the 
writer concurred. 


In any event it is reasonable to con- 
clude that the company may count 
upon a certain amount of Government 
business after peace comes. The de- 
velopment of a commercial demand is 
something that, while it seems certain 
to come, will probably be slow. The 
end of the war will release at least 
12,000 experienced aviators and unless 
all signs fail the sport and business of 
aviation is going to receive a tremend- 
ous boom in the next decade. The 
Government has already gone in for 
the carrying of mails by aeroplane on 
a considerable scale and is planning to 
greatly extend that service. 

The development of the Simplex 
automobile is a third string to the 
Wright-Martin bow and one that is 
only being talked about at present. 
The present corporation bought out 
the former Simplex company but when 
war broke out all plans for manufac- 
turing automobiles were shelved. It 
would be quite feasible to take up the 
manufacture of the Simplex car on a 
large scale as the company now has 
every facility and all the working cap- 
ital necessary. Operating on a large 
output basis the new Simplex could 
probably be sold at a lower figure 
than the old Simplex of which only a 
few hundred were produced each 


vear. lass 
. Position of Stocks 


In view of the company’s strong 
financial position and excellent pros- 
pects the preferred stock at 60 looks 


cheap for the long pull. It probably 
will not go on a dividend basis for the 
present, but the very considerable 
values behind it entitle it to a good 
rating. It is backed by approximately 
$100 a share in net quick assets. 

The common at 4% is selling about a 
dollar under its book value. It occupies 
somewhat the same position that the com- 
mon stocks of the motor companies 
held in the pioneer days of that in- 
dustry. Those who believe that the 
future of the aeroplane is assured and 
that in time it will be of somewhat the 
same importance in commercial and 
domestic life as the automobile, now 
have the opportunity to get in on the 
ground floor pending the development 
of the aeroplane industry. 





The Searchlight 


The Banishment of Old Man Gloom—-Promoters of Easy 
Conscience Versus Liberty Bonds—Line Up the 
Guns !—Some Oils to Buy Now 





By “QUIZZ” 





AVING accomplished, in some 
degree, our main purpose of 
showing that a low-priced stock 
is not per se a bargain because 
it has declined, or a lightweight because 
it sells low, the writer willingly accepts 
the invitation to chase Old Man Gloom, 
substitute a lens of more optimistic hue, 
and give a Yuletide message of encour- 
agement to the investor of modest means. 


Functions of the Curb Market 

“The Searchlight” is, for the present, 
directed upon the group of stocks and 
bonds coming under the broad, popular 
term of “Unlisted. Securities,” a term 
which covers a multitude of sins and 
some few virtues. 

An “Unlisted Security,” as its name 
implies, is fot listed on any of the stand- 
ard stock exchanges, such as the N. Y. 
Stock Exchange, the Boston Stock Ex- 
change, etc., and its market is entirely 
unofficial. The “Unlisted Security” may 
be located on the various curb markets, 
of which the New York Curb is the fore- 
most, or it may enjoy a market “over the 
counter.” In the latter case the term 
“Outside Security” is a very familiar des- 
ignation, and some of the best invest- 
ments bear this uninviting name. In the 
thi1dgrouparethethousands of trailers 
which have not yet found themselves and 
which, while sometimes enjoying a nomi- 
nal market in any congenial spot promis- 
ing fertility, sometimes—alas !—are to be 
found under the hat or on the cuff of 
their too hopeful sponsors. 

It is to help the discriminating investor 
to judge for himself in which class any 
particular security belongs that THE 
MAGAZINE OF WALL STREET has insti- 
tuted its tabulation of ratings in its “Un- 
listed Securities Guide.” While a jury of 
financial experts might differ about the 
ratings, it is up to the critic to challenge 
them. At least, the department gives the 


investor a good start, and the author un- 
derstands that no serious objections have 
been urged against the classifications 
given. 

With the relative merit of each se- 
curity thus temporarily disposed of, it 
must be a question of personal choice as 
to grade, type or price when it comes to 
the actual investment of funds. It is our 
belief that many satisfactory investments 
or semi-investments will be found among 
the active New York Curb issues (Un- 
listed Securities), while other good in- 
vestments will be found which have their 
market between reputable houses “over 
the counter” (Outside Securities). 


From Training Camp to Battle Ground 


The curb markets, particularly the 
New York and Boston Curbs, may be 
likened to the training camps, where a 
long preparation is undergone prior to 
the candidate for further honors being 
admitted to the real battle ground of 
finance, the Stock Exchange. A fair 
proportion, like good soldiers survive 
the ordeal and are promoted to the 
“Big Board” in due course. Others, 
for various reasons, make the Curb 
their permanent home, the most promi- 
nent in this class being the shares of the 
Standard Oil Group selling from $17 to 
$1,000 and over. The latter, while highly 
esteemed as investments, are not eligible 
in most cases for Stock Exchange listing 
because their financial condition, earn- 
ings, and other corporate details, are not 
published for general information. These 
particulars are an essential preliminary in 
any application made to the Stock Ex- 
change Listing Committee. 

The rearguard consists of a large num- 
ber of recruits which may or may not 
survive the rigid tests of public opinion 
ultimately. The weaker brethren strug- 
gle on against the fierce conflict of specu- 
lative and investment esteem, until they 
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find themselves. More often they lan- 
guish and die. 

It might be remembered that curb 
stocks, like Napoleon’s legions, include at 
least one soldier with a potential mar- 
shal’s baton stowed away somewhere, 
even if a large number have no business 
to be in decent company. Many sober 
investments issues now enjoying bank- 
ing esteem among the elect of the “listed” 
securities, such as Utah, Kennecott, 
Chino, Ray, the Marines, Tobacco Prod- 
ucts, Cuba Cane Sugar, Pan-American, 
General Motors, Greene-Cananea, Pierce 
Oil, and others, were one-time curb re- 
cruits which received scant attention in 
conservative circles. 

The author believes that curb stocks 
like General Asphalt, Burns Bros. Ice, 
United Motor, British-American To- 
bacco, Magma, United Verde Extension, 
New Cornelia, and Oklahoma Producing 
& Refining are not very far removed 
from more important markets in the not 
distant future. Others are in the mark- 
ing-up and seasoning stage, and it is as 
well to be prepared and look them over 
now, if they are otherwise worthy of in- 
vestment consideration. 


The Choice of a Group 
Although professional traders have 
heen prone to classify curb securities into 
four main groups, we would go further 
and present them for ready reference in 
the following form: 


Industrials 


In the peace group 


Copper 
Gold 


Silver 


In the war class 


Mining Stocks 

Standard Oils 

Independent Oils f High-priced 
| Low-priced 


Taking the concrete case of the in- 
vestor with < few thousand dollars of 
surplus funds which he is willing to ven- 
ture in curb securities, their low price 
and advantage of outright ownership be- 
ing the principal inducement, the tabula- 
tion given above suggests many interest- 
ing possibilities. Possibly the war- 
industrials and high-priced Standard Oils 
would not appeal readily to all, though 


the investment worth of the majority of 
the Standard Oils selling at high figures 
cannot be doubted, in the writer’s best 
judgment. He would lose no sleep in the 
ownership of Chesebrough, Standard of 
New Jersey, Standard of New York, 
Standard of Kansas, Standard of Indi- 
ana, Standard of California, Ohio Oil, 
Atlantic Refining, and most of the Pipe 
Lines, in spite of their fancy prices. 
Temporary dividend cuts and pessimistic 
talk generally would cause no unpleasant 
dreams in their case. 

But many investors like a more com- 
pact proposition than Atlantic Refining 
around $1,000. Since childhood, we have 
been accustomed to a handful, and it is 
but natural that we should prefer the 
look of a certificate for one hundred 
shares bought for $1,000 than the insig- 
nificant ownership of a single share cost- 
ing the same amount. 

Our choice would then be limited to 
the peace industrials, mining stocks, the 
independent oils and low-priced Standard 
oils. 

There are not many peace industrials 
traded on the curb markets; these enjoy 
their best markets between the various 
investment houses, over the counter. 
This type is usually held for investment, 
a permanent fixed income being the prin- 
cipal consideration. There will be ample 
time to accumulate them in the next few 
months. 

Mining stocks have had a very wide 
distribution; the investor who does not 
hold some of them is hard to find. Cour- 
ageous holders of the better grade, such 
as Magma, United Verde Extension, the 
Tonopah leaders, Consolidated Copper- 
mines, Howe Sound, Ray Hercules and 
Mason Valley may yet have their hopes 
realized. We do not see much encour- 
agement for some, however, and it may 
be many years before the owners of 
Caledonia, Iron Blossom, the Goldfields, 
Success, and other “has-beens” even com- 
mence to see daylight. Mining stocks of 
the better sort are nearly always attrac- 
tive in their class when they sell low 
enough, copper, gold and silver being 
mostly in fashion all the time. 


Attraction of the Oils 
The oils had their big outing on the 
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curb markets during the last half of 1916. 
The beginning of 1917 marked the peak 
of high prices. Since that time, the heavy 
declines have only been punctuated by 
temporary rallies—or spasms, to be more 
correct, in the insistent pressure down- 
ward, caused partly by waves of desul- 
tory buying “on a scale down” by those 
unfortunates who were too eager to par- 
ticipate in the boom at inflated prices. 
These investors have hardly had a chance 
to escape with half their skins intact, and 
they have possibly adapted themselves 
and their philosophy towards finance to 
the meaning of the word “deflation.” 
They are ready to try again if any en- 
couragement is offered ; this is clear from 
investigation in many channels. 

The closing months of 1918 probably 
mark the end of a complete speculative 
three-year cycle in the low-priced oils. 
“What goes up, must come down,” you 
will hear in many a Customers’ Room, 
and fewer platitudes have run truer to 
form than this hoary favorite. As a 


corollary, the author suggests that “What 
goes down, should go up,” and believes 


that some of the oils that deserve to go 
up ought to do so within the next few 
months, their resiliency and probable de- 
gree of advance only depending upon 
their inherent strength, and genuine in- 
vestment merit. 

Abler typewriters than mine have de- 
scribed the coming Age of Oil in THE 
MAGAZINE OF WALL STREET and in trade 
journals ; elsewhere in this issue the mat- 
ter is taken up, and I understand that 
forthcoming issues will fully present the 
facts and inferences to its readers. 

Sufficient has been said to justify con- 
fidence in the investment possibilities of 
some of .the junior oil issues coming 
within the scope of “The Searchlight,” 
and the majority of the better grade sell- 
ing for less than 20 are favorably thought 
of by the writer at their current levels, 
for purchase at this time. The strong 
probability of higher prices for selected 
investments is greater than the risk of a 
decline now, and the ratings given in the 
“Guide” will indicate type and statistical 
data. 

- Another Warning 


Before closing this article with a list 


of suggested medium-priced investment 
oils, we believe it necessary to utter an 
other warning against some of the dan- 
gers ahead, which appear to be as in 
separable from cycles of prosperity as 
rodents are to the trenches of other war- 
fare. We refer to the pernicious influ- 
ence of some “financiers” who make it 
their business to promote new cheap 
stocks the moment the public appetite 
seems sufficiently whetted to take a bite. 

If precedent is any guide, the new 
cycle of activity will have its usual ac- 
companintent of misguided optimism re- 
garding each and every stock containing 
the magic word “oil.” 

More pernicious than the mere gouging 
of the investors’ funds from his ever- 
ready pocket will be the baneful influence 
that such promotions will exercise on the 
stability of the best security in the world 
—the Liberty Bond. With around 
twenty-five billions of bonds in the hands 
of the public, the majority of holders en- 
tirely unfamiliar with the ways of finance 
in general and promotions in particular, 
the promoter of easy conscience scents a 
promising field of operations. These 
bonds are going to be the bull’s-eye on 
which all the big guns of doubtful finance 
will be concentrated in the next few 
vears. 

The critics, the bankers, the press, and 
even the Government, should be lined up 
to pound home the lesson of safe finance, 
no piratical promotions, and a place in 
the sun for Liberty Bonds. 


Recommendations for Investment 


OKLAHOMA Propucinc & REFINING. 

Although this has advanced from a low 
of 6% around 10, it sold up to 14 last 
year aid should go there or higher under 
the favorable conditions generally ex- 
pected. This stock was the leader of the 
independent oils on the Curb in 1917, and 
its fluctuations are a good barometer of 
general market conditions. It has a big 
following, and is well liked by traders 
and investors alike. 

This company is a complete cycle in 
the industry through ownership of many 
subsidiaries, such as Osage-Hominy, 
Muskogee Refining and Union des 
Pétroles, and its principal activities are 
centered in Oklahoma and Texas. This 


- 
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is a growing concern which should be 
able to continue its 10 per cent divi- 
dend, or 50 cents a share, comfortably. 
Important extras and rights have ac- 
crued to past shareholders. The stock 
may shortly be listed on “the Big 
Board.” Its subsidiary, Union des 
Pétroles, enjoys a premier listing on 
the Parquet of the Paris Bourse, and 
this company’s prestige is an impor- 
tant introduction for the parent com- 
pany’s stock to French investors later. 
[he company has a large prospective 
business for its goods in France later, 
ind the importance of Oklahoma P. & 
k. among the “independents” would 
well justify a special exclusive story 
later. 

Cospen & Co. This stock is holding 
steadily around 7 for some time, which 
is about one point above the extreme low, 
and the action of the market is suggestive 
of re-accumulation. The shares have ha 
a discouraging and long decline from 
around 18, with hardly a rally to relieve 
the monotony. It need hardly be empha- 
sized that the stock is mainly held at 


much higher prices, and a little more was 
probably handed out by the underwriters 


at 10 l&st year. While the capitalization 
of the present Cosden & Co. is about 
double the combined capitalization of the 
former affiliated concerns, the strides it 
is making seem to be keeping apace of 
ts ambitious capital expansion. Cosden 
was discussed at some length in the last 
issue of THe MaGazINE oF WALL 
STREET, and the article will repay study. 

Under the care of J. S. Cosden and 
trong Baltimore interests, there should 
he a lot of plain and agreeable sailing for 
the Cosden boat in future. The shares 
have suffered for the sin of too much 
popularity, and will overcome the han- 
dicap. The public is always waiting for 
a cue to buy Cosden. 

IsLaAND Orr & TrANsporT. Some one 
will be blamed for the rise from 3% to 
nearly 5 in this much-discussed and well 
abused oil company. This magazine has 
said sufficient to acquaint the reader with 
the company, and its predictions of 
higher prices have proven correct so far. 
Island is still in its swaddling clothes, 
and although litigation is no food for an 
infant, it has a lusty constitution and 


should survive the ordeal. The stock is 
worth more than it is selling for. 
GLenrock Or. Selling at a fraction 
over 3, the market movements of Glen- 
rock resemble an aeroplane flight with 
the pilot missing. Introduced at 12, up 
around 20, and with several corkscrew 
twists between 7 and 10, no wonder 
everybody stands aside at 3. But “there 
is a reason” and also an interesting “in- 
side story” which will explain its gro- 
tesque action when the time comes. 
Although the shares have been having 
“a dog’s life” on the curb, this is appar- 
ently not a reflection of intrinsic worth 
or its management. It has excellent 
holdings in the Pilot Butte, Big Muddy, 
Grass Creek and Elk Basin fields, and a 
fair production. @Jts 800,000 shares of 
$10 par are selling at a market valuation 
around $2,400,000 which is probably a 
sizeable undervaluation of assets and 
prospects. There is very little water in 
the oil, and the shares have real merit. 
SAPULPA REFINING CoMPANY. This 
erstwhile popular refining stock appears 
to have suffered from neglect, with the 
result that the high price around 12 last 
year has been radically cut down at pre- 
vailing levels around 7. This company 
is a seasoned one, although the stock is 
only held by the general public in the last 
three years. Incorporated in 1909, the 
Company was re-incorporated in 1915, 
and the shares had a good public distri- 
bution around 10-12. Sapulpa is a steady 
dividend payer, and its 10 per cent (50 
cents a share) and extras has come to 
be regarded as a fixture. Its refinery, 
pipe-lines, fleets of tank cars, and pro- 
ducing properties are the basis for a 
substantial growing business. 
No real reason exists for the low price 
of the stock. 

- Mexican Eacre Om. This company 
is discussed elsewhere in this issue, and 
the stock is listed on the London Stock 
Exchange and Paris Bourse. It has a 
good “over the counter” demand between 
15 and 20 between high-grade Unlisted 
Houses. The author discussed Mexican 
Eagle in “The Searchlight” of November 
9th, and has not altered his favorable 
opinion there expressed. 

Mexican Eagle is worth buying for the 
long pull and big gains. 
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E.x Bastin PetroceuMm. This is an- 
other stock which around 6, compared 
with 14 last year, is very much in the 
same position as Sapulpa, from a market 
angle, The company is well sponsored, 
and the management considered con- 
servative. Although the dividend is only 
10 per cent on a par value of $5 a share 
(50 cents annually) it is generally be- 
lieved that larger dividends and extras 
are in prospect. 

Owning important acreage in the Elk 
Basin field in Wyoming, the company 
has a favorable contract with the Grey- 
bull Refining Company (a subsidiary of 
Midwest Refining) which frees the com- 
pany from expense and insures a good 
working profit. The bringing in of fur- 
ther wells and comp development of 
its important holdings should put excel- 
lent profits into the treasury. 

“Elk Basin has investment qualifications 
plus profit possibilities, of no mean 
order. 


ANGLO-AMERICAN Or. This British 


subsidiary of the Standard Oil Company 
is a popular investment favorite, and its 


recent strength is some reflection of the 
recognition of the company’s peace pos- 
sibilities. At 17 the stock is still four 
points below the high of last year, and 
well below its ultimate price, as the 
writer sees it. 

The shares have a par value of £1 
(about $5), dividends have ranged from 
20 to 25 per cent, and recently increased 
to 30 per cent. This is equivalent to 
about $1.42 a share and the indicated 
yield about 614%. Investors in Standard 
Oil issues do not look for high yields; 
they buy them for ripening melons and 
future crops of an assorted Standard 
character. 

As the largest petroleum distributing 


company in England, its fleet of tank, 


steamers, railway tanks, motor-propelled 
carriers, 5,000 employees, and Standard 
Oil playing the paternal role, there.is no 
room for pessimism as to its future. 
NATIONAL TRANSIT. This company is 
sometimes called “the Granddaddy of the 


Standard Oils” since it was incorporated 
as far back as 81 as a holding company 
of pipe line stocks for the original Trust. 
It parted company with its opulent 
grandson in 1911 along with its relatives, 
when the Supreme Court decided that 
the Standard of New Jersey subsidiaries 
must shift for themselves. The largest 
individual holder of National Transit was 
John D. Rockefeller Sr., and his holdings 
were afterwards donated to the Rocke- 
feller Foundation. That great Institu- 
tion has never sold a share, and always 
valued its holdings around 25, in spite o/ 
different opinions in the market. 

The regular dividend is only $1 but 
two extras of 50 cents each were de- 
clared this year, making the yield for 
1918 about 12% per cent at 15-16. The 
shares have already sold at the equivalent 
of 21 to 25. While the regular yield is 
low, it appears very secure and “extras” 
are not uncommon. With the further 
development of the company’s oil ma- 
chinery manufacturing business throug) 
its pump subsidiary, a readjustment oi 
capitalization and distribution of rights 
may come along one of these days. 

National Transit should suit even the 
most conservative investor. 

INTERNATIONAL PETROLEUM. This 
company is a young Standard Oil of 
South America, and has not yet had its 
chance under normal conditions as it was 
only incorporated in September, 1914. 
Controlling operating subsidiaries in 
Peru, Chile and Panama, the company 
has an unlimited field for development 
later. The par is $5, and the shares have 
steadily climbed from 5 to present levels 
upon what must be a well-founded de- 
mand based upon the company’s peace 
prospects. It is not yet on a regular 
dividend basis. 

While the shares do not look particu- 
larly attractive around 15% they will 
bear close watching, to purchase during 
special weakness ; which, however, is not 
immediately expected. 


(To be continued) 
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Prominent Wall Street Men I Have Known 


Some of Their Peculiarities, Their Sayings and Their 
Epigrams 





By J. ARTHUR JOSEPH 





The writer of the following article, Mr. J. Arthur Joseph, is one of Wall Street’s 


landmarks. 


For thirty-eight years he has watched the tides ebb and flow in the finan- 


cial district and there were few of the “old-timers” who did not have at least a nodding 


acquaintance with “J. Arthur.” 


Observant, of nimble wit and with a facility of ex- 


pression, his reputation as a teller of amusing stories has spread beyond that little 


“village” known as Wall Street. 


THE MAGAZINE OF WALL STREET asked Mr. 


Joseph to jot down his personal recollections of some of the interesting characters 
who are known, by name at least, to most of the readers of this publication.—Editor. 


UMAN nature is pretty much 

the same wherever you find it. 

The observant man has oppor- 

tunities innumerable for see- 
ing both sides of the individual charac- 
ter. In my forty years or more ex- 
perience in Wall Street, I have found 
that, without exception, a good story 
has appealed at almost all-times to the 
greatest of market geniuses, as it has 
to his more lowly brother. 

Mr. Addison Cammack enjoyed a 
hearty laugh. There was no state of 
the market in which his risibilities 
could not be aroused. He was always 
alert, on the lookout for information, 
but it had to be first hand. He re- 
minded me very much of the office 
hoy who, one Monday morning, asked 
his employer if he might have the day 
off, the following Saturday, because 
he was going to bury his uncle. The 
boss asked, “Is your uncle sick?” 
“No,” said Tom, “he ain’t sick and he 
ain’t dead, but we are going to bury 
him on Saturday.” “How do you know 
that?” asked the employer, and Tom 
answered, truthfully, “He’s going to 
be hanged en Friday.” 

In 1888, after the Cyrus W. Field 
Panic, a story went around the Street 
that Gould and Sage had had a serious 
falling out, and that one was trying to 
sell out clandestinely upon the other. 
To offset the rumors and to put at ease 
the existing tales, Gould and Sage, 
arm in arm, walked down Wall Street 


through Exchange Place, up New 
Street, and back to their offices at 71 
Broadway. That afternoon, around 
2.30, word came to Senator Kiernan’s 
news Office that a reporter was to be 
sent immediately to W. E. Connor’s 
office, where Mr. Gould had something 
important to say. I was deputed to 
go over. There were present waiting, 
Jay Gould, George J. Gould (who had 
just been admitted into the firm), Sid- 
ney Dillon, G. P. Morosini, and Wash- 

ington E. Connor. ; 

“Come this way, young man,” said 
Mr. Gould, “I want you to see with 
your own eyes how maliciously false 
are the reports that are circulating.” 

With that he took me to an inner 
room, where there were nine or ten 
immense leather boxes with the tops 
off, exposing to view bundles upon 
bundles of Western Union, Union Pac- 
ific, Missouri, Kansas & Texas, Texas 
Pacific, St. Louis & Southwestern, 
Iron Mountains, Wabashes and other 
securities with which the house was 
identified. 

“Now, sir, you can go back to the 
office and write out your report, tell- 
ing the public what you have witnessed 
with your own eyes.” 

I made a dash, and almost breath- 
lessly I passed through W. B. Wheel- 
er’s office on the way to my own. Mr. 
Addison Cammack was seated at the 
tape, and I told him what I had seen. 
He inquired: 
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“With your own eyes you saw this?” 
and turning then to Emil Guilladeu, 
the partner of the firm, he said: 

“Send for ‘Billie’ Wheeler at once— 
tell him to come from the floor as 
quickly as he can.” 

I waited a few moments, and 
Wheeler came in. Mr. Cammack said, 
“Now, Joseph, repeat as quickly as 
possible what you told me.” I did. 

Turning to Wheeler Cammack said, 
“Billie, you have only five minutes be- 
fore the Exchange closes. Rush over 
as quickly as you can, and sell 10,000 
shares of each of these things and 
more, if the market will take it.” 

Turning back to me he said, “What 
a raft of stuff Gould and Sage have to 
sell—that’s why I’m helping them.” 
Within two weeks the stocks broke 
from ten to forty points and it was 
years before the high prices wete seen 
again. 

* * * 

I often wonder why the public look 
at things from so many different 
angles. One day, when I was over at 


Connor’s office, waiting for an inter- 
view. Jay Gould was looking out of a 
window facing East. He called my at- 
tention to a scene that I shall never 


forget. It was a man, staggeringly 
drunk, carrying a demijohn of whiskey 
in his hand, and pointing to him Jay 
Gould turned to me and laughed, 
“What a perversion of the old saying— 
‘United they fall, divided they would 
stand’.” 

“Sam” Barton, who used to be with 
Barton, Davis & Minis, was a great 
character. Early one morning he came 
chuckling into John Bloodgood’s office 
and his mirth provoked the inquiry, 
“What causes your undue merriment, 
Sam?” And he answered: 

“T just came downtown with Com- 
modore Vanderbilt—he was awfully 
excited. He asked me what the Grand 
Central folks could do to keep the fel- 
lows in Wall Street from knowing 
what was going on in the uptown of- 
fices, and I replied, ‘Well, Commodore, 
make them directors and then they’ll 
never know the first damn thing’.” 

General Sam Thomas and Calvin S. 
Brice were the Texas and Rhode Isl- 


and of the Street. One was very big, 
and the other comparatively small. 
General Thomas, commenting upon 
the manner in which the railroads had 
been permitted to run down, remarked 
to me: 

“I tell you that one must spend 
money regularly in order that the up- 
keep of a property shall be Al. No 
railroad man can skin a road two years 
in succession. I have tried it, and | 
know.” Nobody ever disputed the as- 
sertion of General Thomas. 

Daniel Drew was the father of the 
advice, “Never sell stock, Sonny, when 
sap is running up the trees.” In the 
spring of the year there is a rejuvena- 


tion, and everything takes on the 


brightest hues, provided the atmos- 
pheric conditions are right, and there 
be no untoward disturbances. Then 
the market may be depended upon to 
respond to nature’s seasonable greet- 


ings. » 5a 


In 1896, David Lamar (who has been 
called the “Wolf of Wall Street”) was 
in league with Sam Thomas, Russell 
Sage and Calvin Brice. They wanted 
to sell Kuhn, Loeb & Co. the Oregon 
Short Line, which they then practi- 
cally controlled. It was Lamar who 
went over to see Mr. Jacob H. Schiff, 
and after laying the proposition be- 
fore him, said: 

“Well, Mr. 
think of it?” 

The great banker answered, “Sup- 
pose, Kuhn, Loeb & Co. should con- 
sider your proposition, what guaranty 
have we got that you can fulfill your 
part?” 

Mr. David Lamar struck an impos- 
ing attitude,—he put his hand over his 
heart and replied, “Mr. Schiff, I give 
you my word of honor.” 

Mr. Schiff looked at him for a mo 
ment, nodded his head, and retorted, 
“Very attractive collateral indeed, but 
unfortunately, it hasn’t any market 
quotation.” 

The deal did not come off—then. 

Es 

G. P. Morosini, who had served his 
time before the mast and had been a 
deep-sea sailor for many years before 
he joined Mr. Jay Gould, was one of 


Schiff, what do you 
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nature’s humorists. On the day that 
the Columbus Statue was dedicated at 
Columbus Circle and 59th St, Mr. 
Morosini with a friend walked through 
to Columbus Avenue to take the ele- 
vated. Passing the Church of the 
Paulist Fathers, he told his friend how 
the edifice was dedicated to St. Paul 
and the twelve apostles, and drew at- 
tention to the heroic figures on the 
portico. His friend remarked, “But 
there are only six,” and Morosini 
quickly retorted, “Why, sir, you know 
they were all sailors, and the other six 
are on their watch below.” 

When Morosini went into his pal- 
atial home at Riverdale, he made the 
top room an armory. It contained all 
the specimens of firearms. He spent 
a great deal of money in perfecting 
the collection. The first night, when 
he went up with his wife, she stood, as 
he told me, in one corner of the room, 
he in the other, and he began, with 
Italian fervency, “Dearest, at last we 
are in our own house.” 

At that moment the electric lights 
went out, and he, in trying to locate 
the switch on the wall, stumbled and 
fell in a wash basket that had been in- 
advertently left there. He began to 
swear in good old Italian, when his 
wife interrupted, “Guiseppe, do not 
swear like that, or you will have no 
good luck in our new home,” and Mor- 
osini answered: “What you tink, dear- 
est, I break my damn neck and singa 
‘Da Last Rose of Summer’ ?” 

a Ss 

E. R. Holden was the Vice Presi- 
dent of the Delaware, Lackawanna & 
Western, and a more genial gentleman 
never lived. He was a Shakesperian 
scholar of renown. Twenty-two years 
ago he was walking along Fifth Ave- 
nue around four o’clock in the after- 
noon, when James J. Hill came out 
from Knoedler’s and asked Mr. Holden 
if he would not go back into the pic- 
ture gallery and tell the people there 
that his, J. J. Hill’s, check was good 
for a couple of hundred thousand dol- 
lars. 

“Why certainly,” said Holden, “but 
what have you been doing—buying the 
store out?” 


“No,” said Hill, “but I have just pur- 
chased five or six pictures for my home 
out West.” 

“Well,” said Holden, “I never knew 
that you were such a collector, but I 
wish you could tell me, Jim, how I 
can ever buy canvasses to the tune 
of a fortune.” 

Hill replied, “The easiest thing 
imaginable, Edwin, just pick up a 
couple of thousand shares of Northern 
Pacific, which is selling around 12, and 
you'll get $150 a share for it in less 
than six years, and then you can buy 
all the pictures you want.” In 1901, 
Northern Pacific did sell at $1,000 a 
share; the settling price that day was 
150, and the stock subsequently sold 
higher, although it is now quoted be- 
low par, and yet pays its regular div- 
idends. 

x * * 

To return once again to Addison 
Cammack: He was called the Ursus 
Major. He was always surrounded 
by a dozen brokers at least. They 
used to wait for him at half past nine 
every morning. There were Loomis 
L. White, “Pat” Jones of Jones, Ken- 
nett & Hopkins, W. L. Stowe, Frank 
W. Savin, A. H. Coombs, Fred Renner, 
Hanz Summerhof, of Woerishoffer & 
Co., W. B. Wheeler, and last, but not 
least, “Billy” Hamilton. Hamilton had 
Cammack’s confidence and knew every- 
thing that the old man did. He would 
not trust anybody else to lock up his 
securities. 

While Mr. Cammack had the repu- 
tation of being a persistent bear, he 
made the bulk of his money on the 
long side of the market. He banked 
heavily on General Diaz when he was 
President of Mexico, and he bought 
the Arena property that W. C. Mus- 
chenheim, the late proprietor of the 
Astor Hotel, made famous. As a bear 
Cammack went broke three or four 
times, but as a bull, he piled up wealth. 
This only goes to prove the truth of 
J. Pierpont Morgan’s axiom, “No man 
can be a bear on the United States and 
not go broke.” 

* * * 

Colonel J. Fisk, who was a partner 

of Jay Gould, was a native of Brattle- 
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boro, Vermont. He always prided him- 
self upon his truthfulness. He told a 
committeeman who interviewed him 
one day, that he couldn’t think of 
telling a lie for a shilling, but “might 
tell eight for a dollar.” 

The best known epigram with which 
Fisk is associated was the answer that 
he gave to the three gentlemen who 
waited upon him to ask for a subscrip- 
tion in order that a new fence might 
be built around the graveyard of the 
town from which he came. 

The Colonel, as he drew his check 
for $2,500 said, “Gentlemen, I am 
throwing this money away, but you’re 
welcome to it. You must realize, how- 
ever, that those that are in the grave- 


yard can’t get out, and those who are 

out don’t want to get in.” This remark 

has frequently, and with a great deal 

of truth, been applied to the market. 
i 


One of the modern men that have 
waxed extremely wealthy and abso- 
lutely through foresight and ability to 
take advantage of the psychological 
moment, is Mr. B. M. Baruch. He be- 
gan his career in 1892, with $500 or 
less. Today, he is probably worth 
$25,000,000 besides what he has spent 
and put in annuities and other outlays 
that have amounted to probably more 
than his present fortune. 


(To be continued.) 





FORTNIGHTLY STOCK EXCHANGE SETTLEMENTS 


FORTNIGHTLY settlements instead 

of daily settlements seems very 
likely to be adopted by the New York 
Stock Exchange in the not distant 
future. Senator Robert L. Owen of 
Oklahoma, chairman of the Senate 
Banking and Currency Committee, is 
favorably inclined towards such a 
practice and S. S. Streit, chairman of 
the Clearing House Committee of the 
New York Stock Exchange has stated 
that the Stock Exchange sent a mem- 
ber of the Governing Committee 
abroad in 1914 to investigate the mat- 
ter of periodical settlements. Mr. 
Streit says: 

“A complete report was made to the 
governing committee, which showed 
that the congestion of security deliv- 
eries on settlement days and the large 
shifting for transfer of funds involved 
would make any term settlement un- 
der present methods impracticable. 

“The report further stated that in 
various European capitals systems for 
security deliveries and credit exten- 
sion on settlement days were in suc- 
cessful operation and_ should be 
adopted ‘here with modifications to 
conform to local conditions. 

“A committee of five to consider the 
question and perfect such a plan was 
appcinted. 

“This committee, after overcoming 
many difficulties and having frequent 


consultations with a committee of the 
Clearing House banks, has completed 
such a plan, which will shortly be sub- 
mitted to the members of the Stock 
Exchange.” 

In this connection it is worth re- 
calling that Mr. Max May suggested 
the following banking reforms in a 
contribution to the May 11, 1918, issue 
of this publication. 

Mr. May said at that time: 

“(1) Eliminate daily stock settlements 
(unless they be for cash) and substitute 
fortnightly settlements, say every 15th 
and last of month, thus freeing the call 
money market from the Stock Exchange 
or vice versa. 

“(2) Enact an amendment to our Fed- 
eral Reserve Bank regulations permitting 
such institutions to advance money freely 
from day to day (call money) to member 
banks and others on the security of prime 
eligible bank and bankers’ acceptances. 

“When this has been done we will 
have a real money market subservient 
to commercial interests only, and un- 
der the direction of the Federal Re- 
serve Bank where control should lie. 

“Discount banks will then find their 
place readily and quickly as a neces- 
sary adjunct in a financial network 
supporting our country in the difficult 
task of keeping industries and com- 
merce going in the fight for trade su- 
premacy after the war.” 
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IMPORTANT DIVIDEND ANNOUNCEMENTS Ba 
To Obtain a Dividend Directly 





Payable Name eclared as of Payable 
$8 Ahmeek Mining ... $2 Dec. 7 Dec. 31 7% Gulf States St, 1st p 14% Dec. 15 Jan. - 
7% Alls Ghalmers, eS 14% Dec. 2 an. 4 6% Gulf States Stl, 2d p 1 % Dec. 15 Jan ee 
us al, ext m lec. an, t . 10 . 2 
$3 Amer Bank ’Note, Pp 75¢ 4 Dec. 16 Jan. 2 % Haak ei, Ref, p. 3i°* i. i oq q 
$6 Amer Beet Sugar, p $1.50 Dec. 14 ce. 3) 4% Hocking Valley . 3 % Dec. 13 33 
oe pe Sugar, eth ing — a = 10% Interbor — | Tran. 24% 8 Dec. 20 Jan. = 
7% m Car & Fdy c 1M% Dec. 12 ‘an. 2 6% Internationa Salt .. 14% Dec. 14 Jan’ 2 
Am Car & Fdy, c.. 2”*@ Dec. 12 Jan. 2 7% Jewel Tea, p ...... 14% Q Dec. 30 Jan. > 
6% American Chicle, Pp. 14% Dec. 20 an. 2 7% Wayser (Jul), 1st Pp 2 % an. 20 Feb. } 
$6 Amer Ex PO 555: ; io ov. 2 an. : 5a Kayser ah. ad Pp. 242 =~ 4 zo. 3 
eebe » P ext m . an. ser b Gees . . 
$3.60 y vad Internat, Rix‘s off Dec. 16 . 31 6% elly-Sprin Tire; p 1 % Dec. 16 Jen: 2 
760 Amer Internat, ¢._* ie ne ‘ Dec. # $2 a oper sa — ne. = ~~ 2 
in _ em ec an. -«+» Kenn OP. ext ¢ Ic te - 
7% yy ] : omotive, P.. 14% an. 3 Jan. 2) 7? Kresge (S Sk Set $323 8 Dec. 16 — 2 
5% Am -OCOMOtive, c. . ine ec. 18 Jan. 3 5 Kresge (SS), c¢..: 2.50 Dec. 16 Jan, 2 
7 Am Pub Ser, p.-.: 1%4% © Dec. 14 Jan. 2 8% La Belle Ir Wks. P2 % Q Dec. 17 Dec. 3} 
PSS MRE A] BEER Pio? Be BBE i 
t Sec, H lec an. oma ; t ; c. J 
5% Am Smelt Sec, D R ine Dec. 13 Jan. 2 6% ra :wanna Steel 14% QO Dec. 10 Dec, 31 
6% Amer Snuff, Process 142% Q Dec. 14 Jan: 2 8 Lehigh Val Ci Sales 3? Dec. 19 Jan. “2 
12% Amer Snuff, c.. 17! 3% Dec. 14 Jan. 2 6 Lehigh Val R +P. $1.25 Dec. 14 Jan. 3 
7% Am Steel Fdries, c. 134% Dec. 14 Dec. 3] 6 Lehigh Val R R, c. $1.25 Dec. 14 Yan 4 
“53: Am Steel Fd, ext xx 14% Dec. 14 Dec. 31 7% Liggett & M Tob, p 1%% © Dec. 16 Jan. =< 
7% Am ugar Refin, p. ive 8 Dec. 2 Jan. 2 4% Mackay Cos, p..... 1 & Dec. 7 Jan. 2 
7% im Sue R Fefin, $12 Pee. 3 an. 2 6% Mackay SOM, €..... 14% Dec. 7 Jan. 2 
8% Am Tel & ef » 2% Q Dec. 20 Jat 12 7% Mas EL Sum Ist p. 138% & Bee: 20 as 
6% Am MM Bian y 14% Dec. 14 an. 2 iz tan EI Sue ag: 1 "oe Dec. 20 Jan. 3 
7% Am Woolen eats 14% Dec. 16 Jan, 1S 7% nhattan Ry age 1K% Dec. 16 Yan. > 
5% Am Woolen) ¢."**" 14% Dec. 16 Jan. 15 7% ie Dept Stores.” ihe Dec. 20 ec. Bt 
5o; Amer Wool 'Co. xx. $5 Dec. 16 Feb. j 12c McKinley-Dar-Say - 3c Dec. 7 Jan. 2 
5% ‘Assoeiaed Oi BS dex 13 for 42 sip wohgnle Dar Sav $4, 8 Dec 13 Jan 2 
5% At, Top & San Fe, p 24% Dec. 31 Feb. ova Sc Stl & Cl, p 2 % 8 pe 4 ye 3 
S% At Gul & WIS, p ag oe 10 Jon 54% Ohio Caeaoce © 1% Q Dec. 15 Jan. 2 
7% Bat Steel 7% B: 2% Des. 38 fan. $ 2% meade Pag TP 134% © Dec. 14 Jan 2 
10% Beth Steel, “yr Sopa 2g Dec. 16 an. 2 $5 Pan Am Pet Me ps FL pee: 7. ~ y 
10% Beth Steel’ ¢ B 24% Dec. 16 Jan. 2 @ Penna Water r. * 33 a % 
7% th Fisheries 14% © Dec. 14 an. 2 7% Pettibone M, ist Pp. ee Dec. an. 
$2 coun Fisheries, 50c Dec. 14 an. 2 7% Pettibone Mul 2d p 1%% Dec. 23 Jan. 2 
Boston Elev, p a...” $2.041% . an. 2 oe Bite Cart ot, D2 2 Dec. 16 2 
sind 3 ; RBS eae ’ > Cea a), >. ‘ ; 
8% Boston ye i. % S Nov. 30 Jan 2 $5 Pitts Coal (Pas c. 3it = 10 Jan. 25 
er Qats, p..... 1% Feb. 1 Feb. 28 
6% Br Tr, L& P, p... 1%% Dec. 14 Jan. 2 6% Quak » P 2 8 3 7: 
4% Bucyrus on Gas. 17% 8 Bee 12 Jan. 2 1” Quaker Oats, eexi. 1 & 2 Bee: 3 Jon tt 
4 Se ec. an. +e . . . : : 
8 Buffalo Geo Fieci 2 % Dec. 20 Dec. 31 7% Republic Ir & Stl, p is% Dec. ” pn. . 
7% Calif Pet Di treains 14% Q Dec. 20 an. 2 $% Republic Ir & Stl, ¢ 14% a » i «62 
Calif Pet, p ext'm: 2° Dec. 20 Jan. 2 (7% Reynolds, RJ, ay | 14% . an. 2 
$60 Calu tk ec Min $15 Dec. “7 . 31 12% Reyn, RJ, Tob, c A 3 % 9 Dec. 20 Yan. 2 
8% Gan Gen Elect, ¢... 2 % Dec. 21 an, 2 12% Reyn, RJ, Tob,c B3 % Dec. 20 Jan. 2 
10% Canadian Pacific c. 24% jor. * Dee 31 6% en. Faciéec oak Fy hd Q flov. 2 _ . 
bees ial C i 1 a Y ad ole Rio, b . 
7% Conta Bee. 4 14% Dec. > i. Pi aff = 3 Mot Car Am. 7% 8 Dec. — : 
tes Elect, p j Dec. ¥ b hao an Dec. 4 
"S Conmisaess P, ist P 1.75 Dec. 20 Jan. “2 52. Tobac Prod, c exte 10 % — 2 Jan. 15 
$7 Certain-teed P, 2d p 33 Dec. 20 Yan, 2 7% Twin City R Tr, p. 14% Q - 16 Jan. 2 
12% Chandler Motor ... 3 % Dec. 17 Yan. 2 -:-» Twin City R Tr,c. 1 % Dec. 16 Jan. 2 
8% Chi Northwest, p 2 % Dec. 2 Jan. 2 7% Underwood Type, p 14% 8 Dec. 14 Jan. 1 
7% ce Tp west, ; e pee. y an. PY 6% aan weed ype, . 2? B Bee: ae _ : 
. ec. ec Obes » © ex : fe > 
CERI & Boe D3 @ 8 pee 3 Dex, 3} 10% Union Pacha’ ¢ 24% Q Dec. 2 Jan. 3 
8% Chicago. Telephone. - % 8 Dec. 4 pee 3 mS, Uaioe, Traction ae te Dee. 10 an. 2 
ino Copper ....- 5 it Tp, ec. i 2 
oe Cities Service, Ds <a 6% jg2- 15 Feb. 1 oz United Dye Coan 4 14% 5 Dec. 14 Jan. 2 
6% Cities Service, ¢._ %2% M Dec. 14 ‘2. 2 6% Western Elect, P-- 14% Dec. 21 Dec. 31 
6% Cities Service, c... %% M Jan. 15 Feb. 3 $10 Western Elect, %."° ¢3°4 Dec. 21 Dec. 31 
-++ Cities Serv, c ext ¢ %% lec. 14 Jee. 2 7% eyman-Bruton, p. 134% Q Dec. 16 Jan. 2 
‘sar Cities Serv, ¢ ext e 1 % #22. 15 Feb. 1 eyman-Bruton, ¢. ae Dec. 16 Jan. 2 
4%, Gluett, Peabody, p.. 1344 = g] fam 2 gy Wretling Stl &'Ir:. 2°°@ o pee 36 an. 2 
4% Comput-Tab-Record. 1 § Dec 24 Jan. 10 Wheeling S & | cxt 1] & Dec. 20 Jan. 2 
8% Con Gas, El L & Pr 2% D Dec. 14 Se Willys Overland, p. 14% Q Dec. 20 Jan: 2 
% Continental Can, p. 1%% Dec. 20 Jan. 2 Wolverine Co Men $i Dec. 14 Jan. 2 
6% Continental Can, ¢._ 14 Dec. 20 Jan. 2 7% Woolworth cw), p 14 % Dec. 10 an. 2 
5% ck, DP. 24% S Dec. 14 Jan. 2 7% Wor Pump p 4 an. 
5% Dent & Mack’ <P: 2 % S Dec. i4 Jan. 2 16% Wor Pump & MpB ine @ Bt 20 Jan. 2 
7% Dominion Ir & St, p 14% Q Dec. 14 an. 2 10% Yale & Towne Mfg. 2%% Dec. 23 Jan. 2 
% G il, orig p 2 Nov. 30 Dec. 31 es 
oe a CHemiccts P ing Dec. 18 Jan. “2 ext—Extra dividend. 
8% General Electric ... 2 % Dec. 7 Jan. 15 dd—Capital distribution. 
-.. General Elec ext x2 @ Dec. 7 Yan. 15 e—Payable in common stock, ys 
"7% Goodrich (BF > P.. 1%% Dec. 20 Jan’ 2 m— account of accumulated dividends. 
4% Goodrich & ay c..1 & 8 Feb. 5 eb. 15 xx—Payable in Liberty Bonds. 
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